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ABSTRACT 

This guide is intended for use in teaching a course 
in entrepreneurship that is geatred toward high school seniors. 
Specifically, the materials included in the guide have l)een designed 
to be .incorporated into business and office education emd marketing 
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INTRODUCTION 



Need for the Manual 

The American dream of personal economic freedom and the satisfaction of 
doing it on your own is known as the "entrepreneurial spirit." Nearly 
everyone since the beginning of our country's time has at sometime had this 
dream. In 1982 the Department of Education estimated that 97 percent of all 
U.S. businesses were classified as small. For some> these businesses 
satisfied their entrepreneurial dreams. For others, small busine';s ownership 
turned into a nightmare, as over one-half of all entrepreneurial efforts 
fail. This economic and emotional loss can be stemmed by providing small 
business information to individuals interested in becoming entrepreneurs. 

With emphasis on preparing for work or a career, secondary vocational 
education, and particularly Business ano Office Education and Marketing 
Education, is a logical place to provide entrepreneurship education. The 
youth organizations related to these programs provide outlets for practical 
experiences in entrepreneurship. 

Development and Organization of the Manual 

With these points in mind, entrepreneurship education curriculum 
materials were developed for one- semester and one-year Business and Office 
Education and Marketing Education courses. The courses were designed to be 
taken by any high school senior. Materials that were determined to be most 
useful to assist teachers in developing these new courses in their schools 
were as follows: (1) list of tasks necessary for a person to be successful 
in an entrepreneurial endeavor, (2) format for courses, including suggestions 
of instructional time to allot for each, (3) instructor's guide sheets with 
objectives, teaching strategies, resources, evaluation techniques, suggested 
student organization activities, and Instructor's final checklists to use in 
teaching about each task, and (4) resource list. The materials are presented 
in this order in the Manual. All were developed according to the Kentucky 
curriculum format. A description of each follows. 

Task List 

The basis for content for the entrep?eneurship education courses is a 
task list for entrepreneurs. A preliminary task list was generated by 
project personnel and validated by 41 persons, including entrepreneurs,, 
university business instructors, and Business and Office and Marketing 
Education teachers, teacher educators, and state department personnel. The 
task list was refined based on feedback from validators. Teachers can use 
the task list with administrators, advisory council members, parents, and 
students to communicate entrepreneurship education course content. 

Format for Courses 

Format for one-semester and one-year courses was developed using the 
tasks as the organizational framework. Tasks to be taught in each course are 
listed, along with a suggestion of the hours of instructional time to allot 
to each. 



Instructor's Guide Sheets 



An Instructor's Guivie Sheet Is Included for each task. Guide Sheets 
have objectives, attitude/value to be developed, teaching strategies, 
resources, suggested evaluation techniques, suggestions to youth 
organizations for related activities, and Instructor's Final Checklists. 
Specific Information about each of these follows. 

Objectives . Some tasks have one objective, while others have two. If there 
are two objectives, the first is to be taught in the one-semester course; 
both objectives are to be Included in a one-year course. 

Attitude/Value to be Developed . Behavioral change is highly related to the 
degree to which an individual values new information studied. Because of 
this, each task has a statement of attitude/value it is hoped the student 
will adopt as the information for each task is presented. 

Teaching Strategies . Suggestions for teaching strategies are presented. 
Teachers should be entrepreneurs when using these suggestions. Innovation 
and creativity, two keys to successful entrepreneurship, will also serve as 
keys to successfully teaching it. 

Because of concerned expressed about basic skill acquisition of American 
children in recent reports on public school education, care was taken to make 
sure that all tasks had one or more strategies that reinforce basic skill 
development. Many strategies require students to read, write, and/or jse 
mathematics. However, consideration will need to be given to the various 
academic needs of students, and strategies should be selected and adapted 
accordingly. Information on how to aaaress students with special needs is 
located on pp. 326-332. 

Resources . Some of the strategies Involve special materials. These are 
listed opposite the strategy in the column titled Resources. 

Some of the materials listed <n the column are included in the Manual; 
the page number where each is located is indicated. These materials are on 
the pages that follow the task for which they are cited. 

Other jnaterials in the Resources column are commercial or published 
works. More detailed information about these Is Included in the Resource 
List at the end of the Manual. Some of these have been cited frequently in 
the Guide Sheets. Because of this, teachers may be Interested in securing 
them if the books are not already a part of their classroom collection. They 
are as follows; Hutt, Roger W., Creating a New Enterprise ; Nelson, Robert E., 
et al.. Owning and Operating a SmalT Business ; Samson, Harland E., ct al.. 
Retail Merchandising ; and Siropolis, Nicholas C, Small Business 
Management . 

Suggested Evaluation Technique . There is an evaluation technique for each 
objective. For tasks for which there are two objectives, techniques are 
numbered to correspond to the respective objectives. 
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!n some instances, answers for evaluation activities are at the bottom 
of the evaluation activity page. Teachers will need to cover the answers 
when they duplicate these pages. 
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Suqaestion to Student Oraanization for Related Activity. There is a minimum 
of one student organization activity for each task. Each activity can be 
done independently. However, a project might be planned in which the student 
. organization suggestions for several tasks could be implemented. If there is 
no student organization, the activities in this section could be used as 
teaching strategies. 
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Instructor's Final Checklist. Following each Instructor's Guide Sheet is an 
Instructor's Final Checklist. The Checklist is to be used as a record of 
student accomplishment of the objectives on the Instructor's Guide Sheet. 
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Resource List 

Bibliographic and other information useful in securing materials listed 
in the Manual is included in the Resource List. At the end of the Resources 
List, some supplemental materials are mentioned. These are materials that 
were not incorporated as resources in the Instructor's Guide Sheets, but may 
be desired by teachers who wish to expand their entrepreneurship education 
library. Some items listed in the supplemental materials section would be 
useful to teachers in conducting student organization activities in the area 
of entrepreneurship. 
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ENTREPRENEURSHIP EDUCATION TASK LIST 



ENT-001 - Define Entrepreneurship 
ENT-002 - Determine Risks of Entrepreneurs 

ENT-003 - Determine Personal Qualities Needed for Successful Entrepreneurship 

ENT-004 > Differentiate Betwcten Successful and Unsuccessful Small Business 
Operations 

ENT-005 - Differentiate Between Private EnterpHse and Other Economic Systems 

ENT-006 - Conduct Market Research 

ENT-007 - Investigate Sources of Help and Advice 

ENT-008 - Investigate Local/Area Business Trends 

ENT-009 - Identify Impact of Small Business Trends on State/National/ 
International Business 

ENT-010 - Identify Potential Clientele 

ENT-OU - Implement Advertising Strategies 

ENT-012 - Identify Types of Small Business Ownership 

ENT-013 - Determine Pros and Cons of Starting a New Business and Buying an 
Existing Business 

ENT-014 - Obtain Licenses and Permits 

ENT-015 - Develop a Business Plan fo»* Small Business 

ENT-016 - Select a Location 

ENT-017 - Select a Facility 

ENT-018 - Develop a Home-Based Business 

ENT-019 - Decide to Lease or Buy an Existing Facility or to Lease or Buy 
a Custom Designed Facility 

ENT-020 - Prepare Financial Statements 

ENT-021 - Determine Capital Needs 

ENT-02? - Identify Sources of Financing 

ENT-023 - Compare Financing 

ENT-024 - Select a Financial Institution 

xii S 



ENT-025 - Establish a Recordkeeping System 
ENT-026 - Complete In-House Report Forms 
ENT-027 - Compute Breakeven Point 
ENT-028 - Control Cash Flow 
ENT-029 - Establish Credit Policies 

ENT-030 - Identify Laws and Regulations Affecting Small Business 

ENT-031 - Complete Tax Forms 

ENT-032 - Be a Responsible Entrepreneur 

ENT-033 - Determine Inventory Needs 

ENT-034 - Select Suppliers 

ENT-035 - Determine Order Placement Guidelines and Place Orders 
ENT»036 - Determine Receiving Guidelines and Receive Orders 
ENT-037 - Determine Reorder Procedure 
ENT-038 - Identify Inventory Methods and Complete Forms 
ENT-039 - Price Products/Services 

ENT-040 - Determine Procedures for Hiring and Develop an Application Form 
ENT-041 - Develop an Employee Manual 

ENT-042 - Determine Types of Training for Employees and Select Methods of 
Training Instruction 

ENT-043 - Determine Hiring Policies and Interview Prospective Employees 

ENT-044 - Write Policy Procedure 

ENT-045 - Write Job Descriptions 

ENT-046 - Know Employee Rights and Responsibilities 

ENT-047 - Determine the Benefits of Organization Membership 

ENT-048 - Develop Time Management Skills 

ENT-649 - Evaluate and Select Computer Soft/Hardware Options for Small Business 
ENT-050 - Develop Effective Communication in Small Business 



xiii 



SUGGESTED FORMAT FOR COURSES 
One Semester Course 

Tasks Hours 

ENT-001 Define entrepreneurshlp. 3 

ENT-002 Determine risks of entrepreneurs. 3 
ENT-003 Determine personal qualities needed for successful 

entrepreneurshlp. 3 
ENT-004 Differentiate between successful and unsuccessful 

small business operations. 2 
ENT-005 Differentiate between private enterprise and other 

economic systems. 3 

ENT-007 Investigate sources of help and advice. 2 

ENT-008 Investigate local/area business trends. 2 

ENT-010 Identify potential clientele. 2 

ENT-OU Implement advertising strategies. 2 

ENT-012 Identify types of small business ownership. 4 
ENT-013 Determine pros and cons of starting a new business 

and buying an existing business. 3 

ENT-014 Obtain licenses and permits. 2 

ENT-015 Develop a business plan for small business. 4 

ENT-016 Select a location. 3 

ENT-017 Select a facility. 3 
ENT-019 Decide to lease or buy an existing facility or to 

lease or buy a custom designed facility. 3 

ENT-020 Prepare financial statements. 3 

ENT-022 Identify sources of financing. 2 

ENT-025 Establish a recordkeeping system. 3 

ENT-029 Establish credit policies. 4 

ENT-030 Identify laws and regulations affecting small business. 2 

ENT-032 Be a responsible entrepreneur. 3 

ENT-033 Determine inventory needs. 2 

ENT-034 Select suppliers. 2 

ENT-035 Determine order placement guidelines and piece orders. 3 

ENT-036 Determine receiving guidelines and receive orders. 2 

ENT-038 Identify Inventory methods and complete forms. 2 
ENT-040 Determine procedures for hiring and develop an 

application form. 3 
ENT-042 Determine types of employee training and select methods 

of training instruction. 2 
ENT-043 Determine hiring policies and Interview prospective 

employees. 3 

ENT-046 Know employee rights and responsibilities. 3 
ENT-049 Evaluate and select computer soft/hardware options for 

small business. 2 

ENT-050 Develop effective communication in small business. 2 
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One Year Course 



Tasks Hours 

ENT-001 Define entrepreneurship. 3 

ENT-002 Determine risks o^ entrepreneurs. 3 
ENT-003 Determine personal qualities needed for successful 

entrepreneurship. 3 
ENT-004 Differentiate between successful and unsuccessful small 

business operations. 2 
ENT-005 Differentiate between private enterprise and other 

economic systems. 3 

ENT-006 Conduct market research. 4 

ENT-007 Investigate sources of help and advice. 5 

ENT-008 Investigate local/area business trends. 4 
ENT-009 Identify impact of small business trends on state/national/ 

international business. 3 

ENT-010 Identify potential clientele. 2 

ENT-011 Implement advertising strategies. 6 

ENT-012 Identify types of small business ownership. 4 
ENT-013 Determine pros and cons of starting a new business rtd 

buying an existing business. 3 

ENT-014 Obtain licenses and permits. 2 

ENT-015 Develop a business plan for small business. 4 

ENT-016 Select a location. 3 

ENT-017 Select a facility. 3 

ENT-018 Develop a home-based business 3 
ENT-019 Decide to lease or buv an exib„ <ig facility or to lease 

or buy a custom designed facility. 5 

ENT-020 Prepare financial statements. 7 

ENT-021 Determine capital needs. J 

ENT-022 Identify sources of financing. 2 

ENT-023 Compare financiny. 2 

ENT-024 Select a financial institution. 2 

ENT-025 Establish a recordkeeping system. 3 

ENT-026 Complete in-house report forms. 4 

ENT-027 Compute breakeven point. 4 

ENT-028 Control cash flow. ^ 

ENT-029 Establish credit policies. 4 

ENT-030 Identify laws and regulations affecting small business. 2 

ENT-031 Complete tax forms. 4 

ENT-032 Be a responsible entrepreneur. 3 

ENT-033 Determine invpntory needs. 2 

ENT-034 Select suppliers. 2 

ENT-035 Determine order placement guidelines and place orders. 5 

ENT-036 DeterTnine receiving guidelines and recei 'e orders. 4 

ENT-037 Detsttr.!ne reorder procedure. 2 

ENT-038 Identify Inventory methods and complete forms. • 4 

ENT-039 Price products/services. 3 
ENT-040 Determine procedures for hiring and develop an 

application form. 5 

ENT-041 Develop an employee manual. 4 

ij 
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Instructor's Guide Sheet 



ENT-001 



DEFINING ENTREPRENEURSHIP 



OBJECTIVE 

Given a list of state«i>ents about entrepreneurshlp. check with lOOX accuracy 
those which describe It. 

ATTITUDE/VALUE TO BE DEVELOPED 

the student will appreciate the Importance of knowing the definition of 
entrepreneurshlp In Identifying this type of business. 

TEACHING STRATEGIES RESOURCES 

Brown and Warner, Economics of Ou<' 
Free Enterprise System , pp. 268-Z75. 

Cooper, "Entrepreneurshlp: Starting 
a New Business." 

Drucker, Innovation and 
Entrepreneurshlp , ppTTl'ZQ, 33. 

Hutt, Creating a New Enterprise , 
pp. 1-8. 

Klewer and Luter, Career Planning 
in the Private Enterprise System , 
pp. 28-30. 

Petersen and Lewis, Free Enterprise 
Today , pp. 86-90. 

SlropoHs, Small Business . 
Management , pp. 4-18, 34-37 . 

Have students list entrepreneurial 
business ventures about which they have 
read or have personal knowledge. 

Have students differentiate 
between products and services. 

Provide students with worksheets 
on the characteristics of 
entrepreneurshlp. 



Have students read materials 
which provide definitions 
-of entrepreneurshlp. 



Hutt, Creating a New Enterprise , 
pp. S-W, 

Hutt, Creating a New Enterprise , 
pp. 12-16. 

Klewer and Luter, Career 
Planning In the Private Enterprise 



Identify current business periodi- 
cals tthl'cH might Include Information 
on ehtrepreheurship (see Buslniess 
Perjbdicals. listing In resource 
section). Have each student select 
in entrepr'eneur.,h1p article from a 
periodical aricl report to the class. 

Invite a panel of entrepreneurs to 
discuss arid answer questions concern 
ing entrepreneurshlp. 



SUGGESTED EVALUATION TECHNIQUE 

Have students complete the Describing Entrepreneurshlp Checklist 
(p. 5) with lOOX accuracy. 

SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Invite local entrepreneurs to present a chapter program on their busi 
ventures. 

Show the filmstrip "The World of the Entrepreneur." 
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SUGGESTED EVALUATION TECHNIQUE 
ENT-001 

OESCRIfiING ENTREPRENEURSHIP CHECKLIST 

DIRECTIONS: Read each of the statements listed below. Place a check (/) 
before the ones describing entrepreneurshlp. 

1. Entrepreneurs own their businesses. 



2. Entrepreneurial ventures seldom fall. 



3. Risk taking Is an Important part of entrepreneurshlp. 



4. All entrepreneurs are alike. 



5. Entrepreneurshlp Involves Innovation, Investment^ and expansion. 



6. The ?50st difficult aspect of beginning a small business Is 
financing the venture. 



7. Many small businesses are begun to provide products and 
services to Industry. 



8. Even though entrepreneurshlp is increasingly popular, there are 
more large corporately owned businesses than small businesses 
in the U.S. 



9. Entrepreneurs make money by providing themselves with large 
salaries. 



10. Entrepreneurshlp has Increased among males but not amorg females. 



Answers: 1, 3, 5, 6, 7 



Instructor's Final Checklist 



DEFINING ENTREPRENEURSHIP 



Performance Level: All itenns nnust receive o rating of 
ACCOMPLISHED, If any items are rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide if any learning activities must be 
repeated. 



The student completed a checklist describing 
entrepreneurship with 100% accuracy .... 
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Instructor's Guide Sheet 



ENT-002 



DETERMINING RISKS OF ENTREPRENEURS 



OBJECTIVE 

Without the use of resources, accurately name five areas of a small business 
feasibility checklist and accurately identify one entrepreneurial risk 
related to each. 

ATTITUDE/VALUE TO DE DEVELOPED 

The student will appreciate the importance of conducting a feasibility study 
to dctsrnsine entrepreneurial risks. 



TEACHING STRATEGIES 

Have students read materials on 
entrepreneurial risks. 



Have students complete a checklist 
to help them determine entrepre- 
neurial risks. Guide students in 
recognizing the risks involved in 
each area of the checklist. 



RESOURCES 

Brown and Warner, Economics of Our 
Free Enterprise System , pp. 86-887 

Drucker, Innovation and 
Entrepreneurship , pp. 28-29, 
126-129, 130. 

Kentucky Competency Based Vocational 
Education Module ES-31, "Going Into 
Business for Yourself," Instruction 
Sheet 2. 

Small Business Administration, 
"Checklist for Going Into Business" 
and "Thinking About Going Into 
Business." 

Siropolis, Small Business 
Management , pp. 567-571. 

Activity Sheet, "Feasibility 
Checklist for Starting a Small 
Business," pp. 9-13. 



SUGGESTED EVALUATION TECHNIQUE 

Have students accurately name five areas of a small business feasibility 
checklist and accurately identify one entrepreneurial risk related to each. 
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SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Prior to the ENT-001 Student Organization Activity, write out questions 
relating to the risks of entrepreneurial ventures for the participants to 
address. 



.'9 




U.S. So^ Adminittntioff 
OfBctitf 

BiisiMwUtwloomtnl 



Management Aids 
Number 2.02» 



Feasibility Ghecklist 
for Starting a 
Small Business 



By Dr. IintU« C Ashley 

Dean of the School of Business 
Stephen R Austin State University 
Nacogdoches. Texas 
And By Dr« Oensy B. Arnold 
Associate Professor of Marketing 
Mississippi State University 
Mississippi State. Mississippi 




RIC 



20 



n|i AD li^^^^^ far Um owMr/a«M|«p of a 

taiall:I^Hi^Bm Mttrprito or for obo cotooiploHot 
SO^ ittto^w^^ ^ fl^ Tko qttoott^ 
conbMtiflM^^ moMt cootidhw torioooly to 

^'dofm^ o^rool^^botiooto 
^ppofii^ know what yoa oro 

golj|ait ialo^^ uso it to ovoluto o conpiotoly 

now vraiHnM^in^^ or on apporoat opportualty Ui 
your ^9i^iiat, butiMto. 

Por^po Uio noM crucial probloai yoa will faco aftor 
oxproifiai starting a now bnsinoM or 

ca|rtta|bd^ opportunity in your oxisting 

biiiij»m qL your 

idoa^^^^^^ tho right butinoot at tho right timo it 

simpjo;ad^co^ advico that is oxtromol^ difficult to 
imploiunt; Th^ falluro rato plnoW businoMOS and 
products i^dUcatM that vary fow idoaa riatult in 
tuccottfd'btttliieft ventiiroo* e^on whon introducod by 
woU ottabiishad flrmt; Too maay ontrapranaurt ttrika 
out on a buainatt vantura so convincad of its marits 
that t!t«y fail to thoroughly ovaluata its potantial. 

This chacUist should ba usaful to you in avaluating a 
businass idaa. It is dasigosd to halp you scraan out 
idaas that ara likaly to fail be/ore you invast axtansiva 
tima, monay, and affort in them. 



Preliminary Analysis 

A feaiibility study involves gathering, analyzing and 
evaluating information with the purpose of answering 
the question: **ShouId I go into this business?** 
Answering this question involves first a preliminary 
assessment of both personal and project considerations. 



General Personal Considerations 

The first seven questions ask you to do a little 
introspection. Are your personality characteristics such 
that you can both adapt to and enjoy small business 
ownership/management? 



Ybs 



No 



7. Are you adaptabla to changing 
conditions? 



Yes No 



1. Do you like to make your own 
decisions? 

2. Do you enjoy compatition? 

3. Do you have will power and self* 
discipline? 

4. Do you plan ahead? 

5. Do you get things done on time? 

6. Can you take advise from others? 



Tho next serias of questions stress the physical, 
emo^'onal, and financial strains of a new business. 

8 Do you understand that owning your 

0 vn businass mav entail workir^ 12 to 

16 hours a day, probabily six days a 

week, and maybe on holidays? 

9. Do you have the physical stamina to 
handle a business? 

10. Do you have the emotional strength 

to withstand the strain? 

11. Are you prepared to lower your 
standard of living for several months or 
years? 

12. Are you prepared to lose your 

savings? 



Specific Personal Considerations 



1. Dc you know which skills and areas 
of expertise are critical to the success 
of your project? 

2. Do you have these skills? 

3. Does your idea effectively utilize your 
own skills and abilities? 

4. Can you find personnel that have the 
expertise you lack? 

5. Do you know why you are considering 
this project? 

6. Will your project effectively meet 
your career aspirations? 



The next three questions empi:asize the point that very 
few people can claim expertise in all phases of a 
feasibility study. You should realize your personal 
limitations and seek appropriate assistance where 
necessary (i.e.. marketing, legal, financial). 

7. Do you have the ability to perform 

the feasibility study? 

8. Do you have the time to perform the 

feasibility study? 

9. Do yoU have the money to pay to have 

the feasibility study done? 



General Projrct Description 

1. Briefly describe the business you want to snter. 
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2. List the products and/or services you want to sell. _ 



3. Describe wtia will w your products/services. 

4. Wliy would someone Inqr your product/service? 

5. What kind of location do you need in terms of type of 
neighborhood, traffic count, nearby firms, etc.? 

6. List your procluct/services suppliers. 



7. List your major competitors — those who sell or 
provide like products/services 



8. List the labor and staff you require to provide your 
products/services. . 



Requirements for Success 

To determine whether your idea meets the basic 
requirements for a successful new project, you must be 
eble to answer at least one of the following questions 
with a **yes.** 

Yeb No 

1. Does the product/service/business 

serve a presently unserved need? 

2. Does the product/serviceA)usiness 
serve an existing market In which 

demand exceeds supply? 

3. Can the product/service/business 
successfully competo with existing 
competition because of an 
"advantageous situation.** such as 

better price, location, etc? 

Major Flaws 

A **yes* response to questions such as the following 
would indicate that the idea has liule chance for 
success. 

1. Are there any causes (i.e.. 
restrictions, monopolies, shortages) that 
ir»ake any of the required factors of 
production unavailable (i.e.. 
unreasonable cost, scarce skills, energy, 
material, equipment, processes. 

technology, or personnel)? 

2. Are capital requirements for entry or 

continuing operations excessive? 

3. Is adequate financing hard 

to obtain? 



Yes No 

4. Are there potential detrimental 
environmental effects? 

5. Are there factors that prevent 

effective marketing? 



Desired Income 

The following questions should remind you that you 
must seek both a return on your investment in your own 
business as well as a reasonable salary for the time you 
spend in operating that business. 

1. How much income do you desire? 

2. Are you prepared to earn less income in the first 1*3 
years? ^ _ 

3. What minimun income do you require? 

4. What financial investment will be r'^quired for your 
business? . 

5. How much could you earn by investing this money?_ 

6. How much could you earn by working for someone 
else?__ 

7. Add the amounts in 5 and 6. If this income is greater 
than what you can realistically exp ct from your 
business, are you prepared to forego this additional 
income just to be you/ own boss with only the prospects 

of more substantial profit/income in future years? 

G. What is the average return on investment for a 
business of your type? 



Preliminary Income Statement 

Besides retuin on investment, you need to know the 
income and expenses for your business. You show profit 
or loss and derive operating ratios on the income 
statement. Dollars are the (actual, estimated, or 
industry average) amounts for income and expense 
categories. Operating ratios are expressed as 
percentages of net sales and show relationships of 
expenses and net sales. 

For instance S50.000 in net sales equals 100% of saleo 
income (revenue). Net profit after taxes equals 3.14% of 
net sales. The hypothetical "X** industry average after 
tax net profit might be 5% in a given year for firms 
with S50.000 in net sales. First you estimate or forecast 
income (revenue) and expense dollars and ratios for 
your business. Then compare your estimated or actual 
performance with your industry average. Analyze 
differences to see why you are doing better or worse 
than the competition or why your venture does or 
doesn*t look like it will float. 
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Theft bt^ic financial statistics are genarally available 
for most businatsta from trada and industry 
assof.iptioi^t goyanu^at Jlianclff* unlvarsitias, and 
privatf cmM^ banks (Dun |^ Bradstraat, Robert 
Morris Asspciataa, Accounting Corporation of America* 
National Cash Kegiste^^ Company, Bank of America* 
Federal trade. C^^ and Securities and 

Exchange Commission). 

Forecast your own income statement. Do not be 
influenced by industry figures. Your estimates must be 
as accurate as possible or else you will have a false 
impression. 

1. What is the normal markup in this line of business. 

1. e.. the dollar difference between the cost of goods sold 
and sales, expressed as a percentage of sales? 

2. What is the average cost of goods sold percentage of 
sales? - 

3. What is the average inventory turnover, i.e., the 
number of times the average inventory is sold each 
year? ^ 

.4. What is the average gross profit as a ];)ercentage of 
sales? . 

5. What are the average expenses as a percentage of 
sales? 

6. What is the average net profit as a percent of sales? 

7. Take the preceding figures and work backwards 
using a standard income statement format and 
determine the level of sales necessary to support your 
desired income level. 

8. From an objective, practical standpoint, is this level 
of sales, expenses and profit attainable? 



Market Analysis 

The primary objective of a market analysis is to arrive 
at a realistic projection of sales. After answering the 
following questions you will be in a better position to 
answer question eight immediately above. 

Popolatlott 

1. Define the geographical areas from which you can 
realistically expect to draw customers. 



2. What is the population of these areas? 

3. What do you know about the population growth 
trend in these areas? 



4. What is the average family size? 

5. What is the age distribution? 



6. What is the per capita income? 

7. What are the consumers* attitudes toward business 
like yours? 



8. What do you know about consumer shopping and 
spending patterns relative to your type of business? 

9. Is the price of your product/service especially 
important to your target market? 

10. Can you appeal to the entire market? 

11. If you appeal to only a market segment, is it large 
enough to be profitable? 



Competition 

1. Who are your major competitors? 

2. What are the major strengths of each? 



3. What are the major weaknesses of each? 



ANY SMAU BUSINESS. WC. 

Condensed Hypothetical Income Statement 
For year ending December 31. 19 

Item AfflOUAt 

Cross sales $773,888 

less returns, allowances, 
and cash discounts 14.872 



I Net sales 

I Cost ofgoods sold 

! Cross profit on sales 

I Selling expenses 41.916 

Administrative expenses 28.0tO 

I Ceneral expenses 50.030 

Financial expenses 5.248 

7oi{il expenses 

Operjting profit 

Extraordinary expenses 

Net profit before taxef 

Federal, state, and local taxes 

Net profit after taxes 



$759,016 
589.392 

$169,624 



125.204 
44.420 
1.200 

$43,220 
19.542 

$23,678 



Ratio 
Percent 



100.00 
77.65 

22.35 
5.52 
3.69 
6.59 

0.69 

16.50 
5.85 
0.16 

5.69 
2.57 

3.12 



4. Are you familiar with the following factors 

concerning your competitors: 

Price structure? 



Product lines (quality, breadth, width)?. 
Location? 



Promotional activities? 
Sources of supply? 



Image from a consumer's viewpoint? 

5. Do you know of any new competitors? 

6. Do you know of any competitor's plans for 
expansion? ' , 

7. Have any firms of your type gone out of business 
lately? 

8. If so. why? 

9. Do you know the sales and market share of each 
competitor? 

10. Do you know whether the sales and market share of 
each competitor are increasing, decreasing, or stable? 

11. Do you know the profit levels of each competitor? 
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12. Are your competitors* profiU increasing, 
decreasing, or stable?— 

13. Can you compete with your competition? 

Sales 

1. Determine the total sales volume in your market 

area; 

2* How accurate do you think your forecast of total 
sales is? . 

3. Did you base your forecast on concrete data? 

4. Is the estimated sales figure **nonnar* for your 
market area? 

5. Is the sales per squars foot for your competitors 
above the normal average? 

6. Are there conditions, or trer^ds. that could change 
your forecast of total sales? 

7. Do you expect to carry items in inventory from 
season to season, or do you plan to mark down products 
occasionally to eliminate inventories? If you do not 
carry over inventory, have you adequately considered 
the effect of markHloi<^ii in your pricing? (Your gross 
profits margin may be too low.) 

8. How do you plan to advertise and promote your 
product/service/business? , 

9. Forecast the share of the total market that you can 
realistically expect«-a$ a dollar amount and as a 
percentage of your market. . 



10. Are you sure that you can create enough 
competitive advantages to achieve the market share in 
your forecast of the previous question? 

11. Is your forecast of dollar sales greater than the 
sales amount needed to guarantee your desired or 

minimun income? 

1'^. Have you been optimistic or pessimistic in your 
lorecast of sales? : 

13. Do you need to hire an expert to refine the sales 

f 0 recas t ? 

14. Are you willing to hire an expert to refne the sales 
forecast? 

Supply Ves . No 

1. Can you make a list of every item of 
inventory and operating supplies 

needed? 

2. Do you know the quantity, quality, 
technical specifications, and price 

ranges desired? 

3. Do you know the name and location 

of each potential source of supply? 

4< Do you know the price ranges 

available for each product from each 

supplier? 



Yes 

5. Do you know about the delivery 
schedules for each supplier? . 

6. Do you know the sales terms of each 
supplier? 

7. Do you know the credit terms of each 
supplier? 

8. Do you know the financial condition 
of each supplier? 

9. Is there a risk of shortage for any 
critical materials or roarchandise? 

10. Are you aware of which supplies 
have an advantage relative to 
transportation costs? 

11. Will the prce available allow you to 
achieve an adequate markup? 

Expeoset 

1. Do you know what your expenses will be for: rent, 
wages, insurance, utilities, advertising, interest, etc? 

2. Do you need to know which expenses are Direct. 
Indirect, or Fixed? 

3. Do you know how much your overhead will be? 

4. Do you know how much your selling expenses will 
be? 

Miscellaneous 

1. Are you aware of the major rislro 
associated with your product? 

Service? Business? 

2. Can you mi^^imize ar.y of these major 

risks? _ 

3. Are there major risks beyond your 

control? 

4. Can these risks bankrupt you? (fatal 

flaws) 

Venture Feasibility 

1. Are there any major questions 

remaining about your proposed venture? 

2. Do the above questions arise because 

of a lack of data? 

3. Do the above questions arise because 

of a lack of management skills? 

4. Do the above questions arise because 

of a ''fatal flaw" in your idcia? 

5. Can you obtain the additional data 

needed? 

6. Can you obtain the additional 

managerial skills needed? 

7. Are you aware that there is less than 
a 50*50 chance that you will be in 

business two years from now? 



P4 

13 



Instructor's Finsi Checklist 
DETERHINING RISKS OF ENTREPRENEURS 



Performance Leveh AM items must receive o rating of 
ACCOMPLISHED. If aty items ore rated NOT 
ACCOMPLISHED, the student ond the imttructor 
will decide if any learning activities must be 
repeated. 




The student accurately named five areas of a small 

business feasibility checklist f] [] [] 

The student accurately identified one entrepreneurial 

risk related to each area [] [] [] 
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Instructor's Guide Sheet 



ENT-003 



pEtERMiHiNG PERSONAL QUALITIES NEEDED FOR SUCCESSFUL ENTREPRENEURSHIP 
qMECTIVE 

Given a list of personal qualities, check with lOOX accuracy those needed for 
successful entrepreneurshlp. State one reason for each choice. 



ATTITUDE/VALUE TO BE DEVELOPED 

the student will appreciate the Importance ^f determining the personal 
qualities Which make entrepreneurial ventu js more appropriate. 



TEACHING STRATEGIES RESOURCES 

Have students read materials Drucker, Innovation and 

on personal qualities needed for Entrepreneurshlp , pp. 25-26, 139- 

succeissful entrepreneurshlp. Lead 140, 170-173. 

a discussion on the suggestions 

of the various resources. Hanson, Entrepreneurshlp; A 

Career ATtematlve , pp. 5-10. 

Hutt, Creating a New Enterprise , 
pp. 21^:^4: 

Klewer and Lutero Career Planning 
In the Private Enterprise System , 
pp. 30-31. 

Kentucky Competency Based Vocational 
Education Module ES-31, "Going Into 
Business for Yourself," Instruction 
Sheet 1. 

Petersen and Lewis, Free Enterprise 
Today , pp.. 86-89. 

SlropoHs, Small Business 
Management , pp. 37-44. 

Small Business Administration, 
"Checklist for Going Into 
Business." 

Have students complete a personal &nall Business Administration, 

inventory to determine their "Checklist for Going Into Business." 

entrepreneurial characteristics. 
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Have .stu(len^s reUte char$cteris- 
Hcs fprsuccessful enti^preneurshl^ 
Ssie iHei'liplfln if^they feel they 
could successful entrepreneurs. 

SUGGEStlD EVALUATIpN TECHNIQUE 

Provide stiidents with a list of personal Qualities (p, 17), Have them check 
with l(|p? i|i;cur« those needed for successful entrepreneurship and state one 
reason ' f or" e?.ch " chpi ce . 



SUGpESTIpH TP STUPENT ORGAHIZATIpN FOR RELATED ACTIVITY 

Interview local /area entrepreneurs and nonentrepreneurs. 
personal qualities and report the findings at a meeting. 



Compare their 
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SUGGESTED EVALUATION TECHNIQUE 

DETERHININ6 PERSONAL ENTREPRENEURIAL QUALITIES 

DIRECTIONS: Read each of the personal qualities listed below. Place a 
check {V) before those which would be helpful for successful entrepreneur- 
ship. For each quality checked, write out a reason for Its selection In 
the space below It. 



1. Is a natural born follower. 

2. Possesses a willingness to take risks. 

3. Is self-conscious. 

4. Is a quitter. 

5. Is healthy and energetic. 

6. Is a problem solver. 

7. Is an expert in one phase of the business venture. 

8. Is able to perform without approval of others. 

9. Enjoys experimentation. 

10. Has no desire to make money. 

11. Works on a definite time schedule. 

12. Thinks as would his/her customer. 



Mm 



Answers: 2, 5» 6, 8, 9, 12 



Instructor's Final Checklist 



OEtERMliiiNS PERSONAL QUALITIES NEEDED FOR SUCCESSFUL ENTREPRENEURSHIP 



Perfo^mdhctt L«veh All items must receive o rating of 
ACCOMPLiSHEO. If any items ore ro;ed NOT 
ACGdMPLiSHED, the student and the instructor 
wilt decide if any learning activities must be 
repeoted. 



The student completed a checklist on entrepreneurial 
qualities with 100% accuracy 



The student accurately stated a reason for 
choosing each quality 



[ ] [ ] [ ] 
[ ] [ ] [ ] 
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ENT-004 



piFF^RENtlAJING BETWEEN SUCCESSFUL AND UNSUCCESSFUL SMALL BUSINESS OPERATIONS 
OBJECTIVE 

Given descriptions of small business operations, determine with lOOX accuracy 
an aspect of each business that would have an Input on Its future success. 

AttlTUDE/VALUE TO BE DEVELOPED 

the student will appreciate the Importance of understanding the difference 
between successful and unsuccessful business operations. 



TEACHING STRATEGIES 

Have students read materials 
on criteria for successful small 
business operation. 



Have stuaents Interview local /area 
business people on their concepts 
of small business success. 

Have students relate their personal 
definitions of small business 
success. 

Lead the students In developing 
a checklist for successful small 
business operation. Have them 
1riclude>:ltem.s such as Innovation, 
creativity, strbng sense of mission, 
motlyaUon f money, setting good 
management examples, thinking like 
customers. 



RESOURCES 

Drucker, Innovation and 
Entrepreneurship , pp. 31-32, 
^§-116.126, 143-146, 168-169, 
188, 251. 

Klewer and Luter, Career 
Planning In the Private 
Enterprise System , pp. 11-13. 

SlropoHs, Small Business 
Management , pp. 490-491. 



Siropolls, Small Business 
Management , pp. 490-491. 



§U6§i§fl5 EVALUAtidN TEdHNIQUE 

Pfeviiii HUiife'htS wUh descHptidrli of sftiall business operations (pp. 21-22). 
HSve siudifits determine with iOOX accuracy an aspect of each business that 
Wbuld have ah iitipact oh its future success. 

SUGGESTION tO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

§hbw Ihl fUmstHp •'Prdeedures for Pla?>ni«g a New Enterprise" at a chapter 
meeting 4 tJiscUiS the characteristics of both successful and unsuccessful 
ventures. 
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SUGGESTED EVALUATION TECHNIQUE 
ENT^004 

SMALL BUSINESS OPERATIONS 

DIRECTIONS: Read the small business descriptions and Identify a minimum of 
one aspect of each business that would have an impact on Its future success. 

Business Operation T : A small engine repair shop has been In business for 25 
years. During tMs time, the owner* Mr. Brown, has been the manager as well 
as the ^primary repairman. The business has always shown a profit that has 
kept up with Inflation. Mr. BroWn's son, Jasc:j, wants to expand the business 
to meet the repair needs of more complek pieces of equipment. This would 
Involve jason attending a vocational school to learn computerized systems 
which are now being Incorporated Irito equipment. Mr. Brown rejects the Idea, 
using the rationale that there will be repair work he can do for as many more 
years as he chooses to work. 

An aspect of this business that would have an Impact on Its future success Is: 



Business Operation 2 : Jane Wilson owns a small, fJl-servlce restaurant. It 
-is located In the business district of a mid-size city. Jane needs to 
increase the number of evening nieal customers, but does not have a large 
advertising budget with which to work. She decides to Involve the employees 
In the effort to Increase the evening customer count. She does this by 
having a contest among the employees to develop the most cost efficient 
marketing strategy. The winner, based on a customer gain of at least 
20 percent, will receive a share of the business profit. 

An aspect of this business that would have an Impact on Its future success Is: 
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iai<HiiScdt>fefftltl6n 3 ; Sai SteVerts his always wanted to own and operate his 
b«M4us{li4$sr lie has cotisidit^d a vaHety of ventures. He has even gotten 
fifiliWrollhioh t6 thi (possible success of each venture. Because of the 
§ul£ili :tif 4 dftjwntirc.ial cleaning service In the same sinan town, Sara decides 
tSMjjlHiHi* ti*^i AfUtr Wjitching, the operation of the other cleaning 
silir^^clVilie ebples Its management in every way possible, even to locating 
acirdJs ;thi §ti%6t fVoiil the origlniil company. After six months of 
uris(i(ic<$lsfii1 biifeirAtloh, Sam closes the doors to his coirerclal cleaning 
bUsliiiisSi Wk d^fehSk instead i a home cleaning operation, which the community 
a6e§ Hdt HkV«. 

An as^fect of this business that would have an Impact on Its future success Is 



ANSWERS SMALL BUSINESS OPERATIONS 
Business Operation 1 

Aspects of the business with Implications for future success: 

1. There Is an unvrilllngness to Innovate. 

2. There Is no desire to expand the business operation. 

3. There Is no desire to experiment In a related business field. 

4. There Is no example set by the owner. 

Business Operation 2 

Aspects of the business with Implications for future success: 

1. There Is a willingness to try something new. 

2. There Is a concern for value (cost efficient marketing strategy). 
3,. There Is a strong sense of mission. 

4. There Is a move from bureaucracy through the Implementation of work 
groups and a short term goal. 

5. There Is a desire to gain through experimentation. 

6. There Is an Incentive to employees. 

7. There is an example set by the owner/operator. 

Business Operation 3 

Aspects of the business with Implications for future success: 

1. There Is ultimately a ne\; business (the home cleaning business). 

2. There was a move Into a proven business area. 

3. There Is a strong sense of mission. 

4. There was attention to fundamentals (a switch from commercial to home 
cleaning to Increase success potential). 

5. There was experimentation (the commercial cleaning operation). 

6. There was customer consideration (home cleaning business was needed). 
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0|FFEReriTiATIN6 PETWEEN SUCCESSFUL AND UNSUCCESSFUL SMALL BUSINESS OPERATIONS 



PorformoK* Ufvelt All Itemi murt receive o rating of 
ACCOWPU$HED. If <f>y iterm ore rated NOT 
ACCQMPi.lSHEOi the student and the instructor 
will decide if ariy^ learning activities must be 
repeoted. 



I 

li 



The student determined with 100% accuracy an aspect 
of three small businesses that would have an impact 
on their future success 



[ ] [ ] [ ] 
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Instructor 'f Guide Sheet 



ENT-005 



DIFFERENTIATING BETWEEN PRIVATE ENTERPRISE AND OTHER ECONOMIC SYSTEMS 



OBJECTIVE 

Without the use of resources, list and describe with lOOJt accuracy three 
economic systems. List three ways that private enterprise differs from the 
other economic systems. 



ATTITUDE/VALUE TO BE DEVELOPED 

The student will appreciate the Importance of knowing that the private 
enterprise system provides tl:? most stable foundation for small business. 



TEACHING STRATEGIES RESOURCES 

Have students read materials Brown and Warner, Economics of Our 

on economic systems. Free Enterprise System , pp. n-T77 

106-116. 

High School Government Textbooks. 

Klewer and Luter, Career Planning 
In the Private Enterprise System , 
pp. 7-13. 

Kentucky Competency Based 
Vocational Education Modules ES-26, 
"The Function of Our Economic 
System," and ES-27, "How Our Economy 
Works." 

Petersen, Economics of Work , 
pp. 1-7. 

Petersen and Lewis, Free 
Enterprise Today , pp. 4-14, 452-468. 

Have students define economic sys- 
tem and describe each of the 
following: free enterprise system, 
command economy, mixed economy. 

Have students complete a class Klewer and Luter, Career Planning 

project on working within an In the Private Enterprise SystemT 

economic system. "Shipwrecked," pp. 14-15. 
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H?ye ej5^ student Jp a self-stwdy 
on the gicpnomic system Ijest 
SMileii to i^Whar. 



Klewer and Luter, Career Planning 
In the Private Enterprise System t 
■Which Economic Systejn Is Best for 
You?* p. 17. 



SUGGESTEp EVALUATION TECHNIQUE 

Have student* list and describe with lOpX apcu»'acy three economic systems. 
Have ttiip'ifst three ways free enterprise differs from the other systems. 

SUGGESTION TP STUDENT ORGANIZATION FOR REUTED ACTIVITY 

Invite a person knowledgeable In the area of economics (e.g., bank^^, 
government teacher, financier) to speak at a chapter meeting. 
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ENT-005 



Instructor's Final Checklist 

DIFFERENTIATING BETWEEN PRIVATE ENTERPRISE AND OTHER ECONOMIC SYSTEMS 



Performance Leveh All items must receive a rating of 
ACCOMPLISHED. If any items are rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide if ony learning activities must be 
repeated. 




The student listed with 100% accuracy three 

types of economic systems [] [] [] 

The student described with 100% accuracy three 

types of economic systems [] [] [] 

The student listed three ways private enterprise 

differs from other economic systems [] [] [] 
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Instructor's Guide Sheet 



ENT-006 



CONWCTING MARKET RESEARCH 



OBJECTIVE 

Given the name of a hypothetical small business, conduct a simulation of 
market research which Includes making a market research questionnaire, 
conducting a market survey, and waking decisions based on marketing research. 
Your research will be evaluated In accordance with the Instructor's Final 
Checklist. 

AHITUDE/VAIUE TO BE DEVELOPED 

The student will appreciate the Importance of well -planned and executed 
market research. 



TEACHING STRATEGIES 

Have students read materials 
on conducting market research. 



Invite a marketing expert to share 
the how-to 's of doing a market survey. 



Lead the students In developing a 
list of criteria for creating and 
evaluating market research. Have 
students formulate a market research 
questionnaire and discuss research 
methods and ways of evaluating 
research findings. 



RESOURCES 

Drucker, Innovation and 
Entreprene urship , pp. 44-45 , 

Hanson, Entrepreneursh^Jp; A Career 
AlternatTve , pp. 11-14. 

Hutt, Creating a New Enterprise , 
pp. 48-51. 

Osgood, Business Planning Guide , 
pp. 14-18. 

Siropolis, Small Business 
Management , pp. 410-421. 

Local /area persons may be listed 
In the telephone directory yellow 
pages under Advertising or 
Marketing Research. 

Kentucky Competency Based Vocational 
Education Task Assignment Sheets PA- 
MD-1, "Making a Market Research 
Questionnaire;" PA-MD-2, "Conducting 
a Market Survey," and PA-MD-3, 
"Making Decisions Based on 
Marketing Research." 
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mmati ^valoation tECHNiquE 

^m^U mih the n«me of a hypothetical small business, Uye them 

^^1^ a ftarkfet re'siearch questionnaire, conduct a market survey, and make 
(ifecUlaiis based ion marketing research. Evaluate using Instructor's Final 
Checklist. 

I 

S«fi6ESTiON to StWENT 6lfeANimiON FOR RELATED ACTIVITY 

Oeveiop iihd ilmpUMht market res^afch for an entrepreneurial venture that 
Would benefit the chapter/school. 
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Instructor's Final Checklist 



twi-uuo 



CONDUCTING MARKET RESEARCH 



Performance Level: AH items must receive a roting of 
ACCOMPLISHED. If any items ore rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide If any learning activities must be 
repeoted. 



In conducting a simulation of market research, the 
student: 

a. Developed a market research questionnaire that 
included: 

1. Title [ ] [ ] [ ] 

2. Problems to be solved [ ] [ ] [ ] 

3. Directions for filling out the questionnaire . [ ] [ ] [ ] 

4. Directions for returning the completed 

questionnaire [] [] [] 

b. Surveyed ten people [] [] [] 

c. Made decisions concerning the problems stated in 
the questionnaire: 

1. Made a valid decision, as indicated by the 

data, for each problem [] [] [] 

2. Identified the data used as a basis for 

each decision [] [] [] 
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ENT-007 



INVESTIGATING SOURCES OF HELP AND ADVICE 



OBJECTIVES 

(1) Given local /area telephone directories and/or a Chamber of Commerce 
directory. Identify with lOOlt accuracy ten sources of help and advice 
for entrepreneurs. 

(2) Using the list of ten sources of help and advice for entrepreneurs 
developed in Objective 1, describe a minimum of one service provider! by 
each. 



AHITUDE/VALUE TO BE DEVELOPED 

The student will appreciate the Importance of identifying and in^'ostigating 
sources of help and advice before entering an entrepreneurial venture. 



TEACHING STRATEGIES 
Objective 1 

Have students read materials 

on sources of help and advice for 

entrepreneurs. 



Lead students in listing local/area 
sources of help and advice for 
entrepreneurs. 

Objective 2 

Invite several of the following 
persons to speak on services they 
can provide to entrepreneurs: 
accountant, atto/^ney, banker, 
representative from a trad^^ associa- 
tion. Small Business Administration, 
or Chamber of Commerce. 



RESOURCES 



Hanson, Entrepreneurship ; 
A Career Alternative , p. 16. 

Hutt, Creating a New Enterprise , 
pp. 30-32. 

Klewer and Luter, Career Planning 
In the Private Enterprise System , 
pp. 31-32. 

SlropoHs, Small Business 
Management , pp. 285-301. 



Provide students vfith a small business 
case-study. Have-them Identify appro- 
priate sources of help and advice 
afjd list the services each would 
provide. 



SUGGESTED EVALUATION TECHNIQUES 

(1) Provide students with local/area telephone directories and/or a Chamber 
of Connerce directory. Have them Identify with lOOX accuracy ten 
sources of help and advice for entrepreneurs. 

(2) Have students use the list of ten sources of help and advice for 
entrepreneurs developed In Evaluation Technique 1 and describe a 
minimum of one service provided by each. 



Nelson, et al.. Owning and 
Qperat 
pp. 20 



Operating a Small Business , 
""-21. 



SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Invite a member of the Small Business Administration or the local /area 
Chamber of Commerce to present an overview of sources of help and advice 
their organization can provide for entrepreneurs. 
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Instructor's Final Checklist 



INVESTIGATING SOURCES OF HELP AND ADVICE 



Performance Level: AH ttenns nmjst receive q rating of 
ACCOMPLISHED. If any items are rated NOT 
ACCOMPLISHED, the student ond the instructor 
will decide if any learning activities must be 
repeated. 




Note to Instructor : For a one-semester course, use the 
checklist statenient(s) for Objcictlve 1. For a one-year 
course, use the statenient(s) fcr both objectives. 



Objective 1 

The student identified with 100% accuracy ten sources of 

help and advice for entrepreneurs [] [] [] 



Objective 2 

The student described a min^nium of one service provided 

by each of ten sources of help and advice to entrepreneurs . [ ] [ ] C ] 
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ENT-008 



INVESTIGATING LOCAL/AREA BUSINESS TRENDS 



OBJECTIVES 

(1) With the assistance of a local/area buslnessperson, accurately Identify 
one local/area small business trend. 

(2) Investigate the small business trend Identified In Objective 1 and 
state a forecast for It. The forecast will Include the name, potential 
Increase/decrease In business rate, and rationale. 



ATTITUDE/VALUE TO BE DEVELOPED 

The student will appreciate the Importance to entrepreneurs of Investigating 
local /area business trends. 



TEACHING STRATEGIES 



RESOURCES 



Objective 1 

Have students list local /area 
small b'^slnesses which have been 
started within the past five years. 

Have students read materials 
on or attend shows dealing with 
business trends which may affect 
the economy of the locality and/or 
area. 



Hutt, Creating a New Enterprise , 
pp. 41-48. 

Newspaper articles; magazine 
articles; trade, craft and 
hobby shows. 

Petersen, Economics of Work , 
pp. 85-90. 

SlropoHs, S mall Business 
Management ,'" pp. 62-75. 

Small Business Administration, 
"C:.ickl1st for Going Into 
Business." 



Have students list and discuss 
the ways In which new business 
enhances the economy of a locality 
and/or area. 

Invite a local business person 
to discuss the future of business 
In the locality and/or area. 
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Small Business Administration or 
Chamber of Commerce member. 

-15 



Objective 2 

H*ve each student Identify, research 
and report on a local /area business 
trend. 



SUGGESTED EVALUATION TECHNIQUES 

(1) Have students Interview local/area buslnesspersons regarding local/area 
business trends. Have each student report on one local/area small 
business trend. 

(2) Have each student Investigate the small business trend Identified In 
Evaluation Technique 1 and state a forecast for It. The forecast should 
Include the naire, potential Increase/decrease in business rate, and 
rationale. 



SUGGESTION TO STUDENT ORGANIZATION FOR DELATED ACTIVITY 

Research the development of local/area businesses from ten years ago until 
the present. Answer questions such as the foUovrlng: What trends emerge and 
look strong for the future? What has caused their strengths? Write an 
article or news item for the media. 
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Instructor's Final Checklist 



INVESTIGATING LOCAL/AREA BUSINESS TRENDS 



Performance Level: All items must receive a rating of 
ACCOMPLISHED. If ony items ore rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide if any learning activities must be 
repeated. 



si 



Note to Instructor : for a one- semester course, use the 
checklist statement(s) for Objective 1. For a one-year 
course, use the statement(s) for both objectives. 



Objective 1 

The student accurately identified ons local/area 
small business trend 



[ ] [ ] [ ] 



Objective 2 

The student stated a forecast for a small business 
trend. The forecast included: 



a. Name 

b. Increase/decrease in business rate 



[ ] 
[ ] 



[ ] [ ] 
[ ] [ ] 
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ENT-009 



IDENTIFYING IMPACT OF SMALL BUSINESS TRENDS ON STATE/NATIONAL/INTERNATIONAL 
BUSINESS 



OBJECTIVE 

Given a local/area small business trend, accurately identify one impact it 
migKt have on state/national /international business. 

AHITUDE/VALUE TO BE DEVELOPED 

The student will appreciate the importance of small business trends to the 
development of state/national /international business. 



TEACHING STRATEGIES 

Have students read materials on the 
importance of trade between 
countries. 



Invite a representative from the 
Kentucky Department of Economic 
Development to discuss the impact 
of small business on a state's 
economy. 

Using a current magazine article 
on entrepreneurs involved in 
national/international trade, have 
students trace the movement of a 
local business trend into the 
international markets. 



RESOURCES 

Current news magazines (e.g., 
Newsweek, U.S. News and World 
Report , Time ). 

Petersen, Economics of Work , 
pp. 123-12TI 

Petersen and Lewis, Free Enterprise 
Today , pp. 434-449. 

Siropolis, Smal 1 Business 
Management , pp. 434-437. 

Small Business Administration, 
"Market Overseas with U.S. 
Government Help." 



Topolnicki, "Home Grown Americans 
6o Global," Money Magazine , 
May 1987, pp. 106-108, 112-120. 
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Instructor's Final Checklist 



IDENTIFYING IMPACT OF SMALL BUSINESS TRENDS ON STATE/NATIONAL/ INTERNATIONAL 
BUSINESS 



Performance Level: All items must receive a rating of 
ACCOMPLISHED. If any Items ore rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide if any learning octivities must be 
repeated. 



ll 



The student accurately identified one impact 
a local/area small business trend might have 
on state/national/international business . . 



[] [] [.] 
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ENT-010 



IDENTIFYING POTENTIAL CLIENTELE 



OBJECTIVE 



Given a case study describing a small buslnass. list with lOOX accuracy five 
groups of potential clientele and accurately state one rationale for each. 

AHITUDE/VALUE TO BE DEVELOPED 

The student will appreciate the Importance of Identifying potential clientele 
for the success of small business. 



TEACHING STRATEGIES 

Have students read materials 
on Identifying potential 
clientele. 



Have students define competition, 
competitors » and competitive edge. 
Have them complete an activity 
on comparing competitors. Lead a 
discussion on how comparing 
competitors can result In 
identifying potential cl1v?n*ele* 

Conduct a class project In which 
students determine the wants 
and needs of potential clientele. 



RESOURCES 

Information Sheet, "Understanding 
Your Customers," pp. 47-54. 

Nelson, et al.. Owning and 
Operating a Small Business , p. 18. 

Osgood, Business Planning Guide , 
pp. 14-15. 

Petersen and Lewis, Free Enterprise 
Today , pp. 357-361. 

Samson, et al.. Retail 
Merchandising , pp. 228-231. 

Siropolis, Small Business 
Management , pp. 413-421. 

S. \11 Business Administration, 
"Learning About Your Market." 

Kutt, Creating a New Enterprise , 
pp. 61-63. 



Nelson, et al.. Owning and 
Operating a Small Business , 
p. 19. 



ERLC 
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SUGGESTED EVALUATION TECHNIQUE 

Provide students with a case study describing a small business (p. 55). Have 
them list vrith 100« accuracy five groups of potential clientele and 
accurately state one rationale for each. 



SUGGESTION TO STUDENT ORGANIZATION FOR REUTED ACTIVITY 

Present a skit on the buying habits of today's teenagers and how these affect 
the ways In which owners of small business market their product(s). 
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U.S. SmU Ihidmw Admisiiitration Management Aids 

Mana|Mi»nt Aiaistanct Number 4.001 

Support SarvicM 



SBN. Understanding 

Your Customers 



By Harold W« Fox, Profeteor 

Department of Marketing 
Bail State University 
Muncie. Idiana 




Summary 

Btty«r oritnUtloii^uiidmlandini end Mlisfylaf yovr 
Cttslomtrt^is tmntlal fqr commtrcial succtts. This 
Aid txplaiu how sirall conpanits can profit froi» 
undtrstaadlBf Uwir cuttoaora. 

Uadorttandiaf ona*s customara is ao iaportaal that 
largo corporatioaa spand liuadrada of wllHom of 
dollars annually on markat rasaarcli« Aithoiiib such 
formal rasaarch is i&porlant a small firm can usually 
avoid thia aiponsa. Typically, lha ownar or fluwagar of 
a small concam knows lha customara parsonally. From 
this foundation* undarstanding of your cuatomara can 
ba built by a systamatic affort. A comprahonsivo 
systam for understanding is what Rudyard Kipling 
cailad his six honest senring men. ''Their names are 
What and Why and When and How and Where and 
Who." 

What 

A seller characterizes what customers are buying as 
goods and services—toothpaste, drills, video games. 

cars But understanding of buyers starts with the 

realization that they purchase benefits as well as 
products. Consumers don't select toothpaste. Instead, 
some will pay for a decay preventive. Some seek 
pleasant taste. Others want bright teeth. Or perhaps 
any formula at a bargain price will do. 

Similarly, industrial purchasing agents are not really 
interested in drills. They want holes. They insist on 
quality appropriate for their purposes, reliable delivery 
when needed, safe operation, and reasonable prices. 

Video games are fun. They are bought for home 
entertainment, family togetherness, development of 
personal dexterity, introduction to computers, among 
other satisfactions. Commercial customers include 
arcades, pizza parlors, and assorted enterprises. They 
benefit from a potential source of income, a means of 
attracting buyers to their premises, or perhaps a 
competitive move. 

Similarly, cars are visible evidence of a person's 
wealth, reflection of life style, a private cdbin for 
romance. Or they represent receipts from leases, means 
to pursue an occupation .... Some people even buy 
cars for transportation. 

You must find out. from their point of view, what 
customers are buying. The common names of products 
mean as little to them as the chemical names on the 



label of a proprietary drug. (A sick person's real need 
is safe, speedy relief.) Understanding your customers 
enables you to profit by providing what buyers seek—* 
satisfaction. 

Products change, but basic benefits like personal 
hygiene, attractiveness, safety, entertainment, and 
privacy endure. So do commercial purposes such as 
quests for competitive superiority or profitability. 

Successful manufacturers and service establishments 
produce benefits for which customers are willing to 
pay. Successful wholesalers and retailers select 
offerings of such demanded benefits that they can resell 
at a profit Successful businesspeople. in other words, 
understand the reason for their customers* buying 
decisions. 

Why 

The reason that customers buy is logical from their 
point of view. Understanding customers derives from 
this fundamental premise. Don't argue with taste. 

Everybody is unique. Each person has individual 
pressures and criteria. Moreover, perceptions differ. 
The astute businessperson deduces and accepts the 
buying logic of customers and serves them accordingly. 

To learn why customers buy can be quite difficult. 
Some buyers hide their true motivations. In many cases 
the reasons are obscure to the buyers themselves. Most 
purchase decisions are multi-causal. Often, conflicts 
abound. A car buyer may want th? roominess of a large 
vehicle and the fuel economy of a subcompact. The 
resolution of such mutually exclusive desires is usually 
indeterminate. 

Sometimes the reasons why customers buy are trivial. If 
customers feel indifferent toward a product or store, 
the selection is apt to be happenstance. Perhaps several 
rival offerings meet aU the conditions that a purchaser 
deems important. Consequently, minor factors govern. 
This explains the rationale of the consumer who chose 
a $12,000 car because its upholstery was most 
attractive. The point: Pay attention to details. They may 
be crucial to customers. 

Often the best clues are the customers' actions. Shrewd 
businesspeople respect what people say. but pay special 
attention to what people do. More important than why 
customer's buy is why fovmev customers have taken 
their patronage elsewhere and why qualified buyers 
are not buying. What is now keeping them from buymg'? 
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Can this obstacle be surmounted? Businesspeople 
monitor competitive offerings end buyers* reactions to 
infer clues. Informal conversations may also reveal 
some reasons. Special offers may overcome reiistance 
and boost profits. 

AU the time the manager must be careful to retain the 
company's regular customers. For instance* a specialty 
dress shop may try to %viden its patronage through a 
new line at bargain prices. This move could disturb the 
store's usual patrons. They may take their trade to 
another store that caters exclusively to their social 
class. 

Many of the dresses were bought for special occasions 
when projection of a genteel image was important to 
the customer. Understanding of customers includes 
awareness of the time of the purchase and use of the 
merchandise. 



When 

A seller must be ready when the buyer is. lest an 
opportunity be irretrievably lost. Customers buy when 
they want an offering and have the time and money to 
purchase it. Buying patterns can often be discerned 
from an analysis of customers and their purchases. For 
example, wants for many consumer goods and services 
are tied to customers* rites of passage. The following 
purchase occasioits in the adult life cycle are typical: 

1. Marriage, separation, divorce 

2. Acquisition of a home 

3. Change in employment or career 

4. Graduate study: running for office 

5. Health care, injury, illness 

6. Pregnancy, nurture of children 

7. Children enter school: graduate 

8. Children leave home (for college or permanently) 

9. Move to another area 

10. Vacations: major social activities 

11. Permanent retirement from work 

12. Death of a family member. 

Shrewd retailers keep track of such key buying events 
and gain a head start on making sales. Logs of 
birthdays and anniversaries are a case in point. 

Additional purchase occasions are impersonal. Seasonal 
factors include recurring holidays and weather 
changes. Among other favorable influences on 
purchases are start of the school year, semi-annual 



white sales, introduction of new models and clearance 
of old ones, special price concessions, and improvement 
in economic conditions or buyer*s confidence. 

Some of the latter factors also apply to manufacturers. 
Small plants work closely with their buyers* inventory 
managers and replenish stock at their reorder point. A 
current vogue is just-in-time delivery. Interactive 
computers make replenishment notices routine. 

Many consumers have time for shopping only during off- 
hours, in the evenings, and on weekends. The trend 
from a single breadwinner per family toward having all 
adults of a household engage in commercial employment 
has intensified this time peculiarity. Astute retailers 
adjust their hours, staffing, and availability of 
merchandise to customers* shopping convenience. 
Bartenders know that business booms on payday. 
Manufacturers profit from timing their offers to their 
customers* budgetary cycles. Thus, knowmg when 
products are bought and used is a valuable facet of 
understanding customers. 

Although a transaction may be concluded in a moment, 
most purchases actually entail a drawnout process. 
This process will be described in the next section which 
analyzes how customers buy. 



How 

Knowledge of how customers buy pays off in several 
ways. (1) Sellers can design their offerings to meet the 
exact needs of their buyers. (2) Sellers can influence 
decision makers at crucial steps of the buying process. 
(3) Sellers can lay the groundwork for repeat business. 

Buying methods are best visualized as processes. 
Household purchases usually start when a consumer 
has a desire or a problem that an acquisition might 
satisfy or solve. Industrial purchases usually start when 
a user or a routine sets off a signal (requisition] for 
approval of a procurement. 

People are diverse. Every consumer, every firm pursues 
a buying process of its own. Buying processes also 
depend on the significance of the product to the buyer 
and on other circumstances. Although buying processes 
are not uniform, some steps are common to most of 
them. The seller needs to know only these critical steps 
when he or she can affect the outcome of the buying 
decision. 

Shrewd sellers delve into the behavioral milestones of 
purchasers. A chart of typical steps, such as Figure 1. 
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helpt ttlton uiid«rtt«xid their average cuttomart and 
daviic affactfva ma^atinf proframa. But for aach vary 
iirportiwt^aittoiM the tmyins procata should ba 
diagrklunad individuaUy, ahow^ namai of influancara 
at each dacitioa ttaia, alapaad tima batwaan stagaa. 
and iny:otibar partihrat information* 

A quick axamination of Figure 1 showa that such a 
diagram ia not difficult to prepare* Down the Cantor is 
a simplified proceas of buying any household product 
for rWUch comparisons precede commitment The left 
side of Figure 1 depicts illustrative factors impeUing a 
purchase* On th^ right are the types of obstacles that 
could dster the process* 

Perhaps a change in life style or a demonstration at a 
friend's house has caused this consumer to recognize 
the need for a personal computer* But lack of 
knowledge smd the fear of a wnmg decision may 
counteract this desire* The process continues, however, 
if advertisements and expected benefits persuade the 
consumer to act Despite budgetary constraints and 
uncertainty, about future needs, the consumer proceeds 
to compare stores and brands. 

At this search and evaluation stage advice from present 
satisfied customers is especially influentiaL Make sure 
your cxistomers are satisfied and favorably recommend 
your merchandise or service* To the contrary, poor 
shopping facilities or irritating personnel can sway the 
potential customer against making the purchase from 
you. 

Sooner or later, further search does not seem 
worthwhile* If the positives {on the left of Figure 1) still 
outweigh the negatives (on the right)* the consumer 
picks a store and brand. The transaction itself is 
consummated quickly, assuming the wanted item is 
available. The satisfied customer makes 
recommendations to others and gives you his or her 
repeated, regular business. 

Businesspeople can create sales by predisposing 
potential buyers to their product or store. 
Manufacturers can offer exclusive benefits in their 
goods, such as friendly rela^^.ons. efficient operations, 
and easy manuals. Enticing advertisements help 
persuade prospects to visit a retail outlet and ask about 
a particular brand. Creative salespeople overcome the 
customer's objections Bnff/ doubts and close the sale. 
Post*transaction service Iceeps the customer satisfied. 
Referrals usually follow. 



Since Figure 1 is general specific details are needed to 
track acquisition of something complex, say a computer* 
On tha other hand less detail is needed if the purchase 
is laundry detergent or soma other staple with which 
the customer is lesa involved* In the latter case, 
depletion of the home inventory triggers a routine, 
leading directly to choice: the usually purchased brand. 
If the usual brand is outH>f*atock or another brand is on 
sale, a subatitute may be bought quickly. Brand 
comparisons foUow or may be omitted 

Some products are botight when an emergency need for 
them arisee* A physical examination and the filling of a 
prescription are urgent when sickness strikes* 
Arrangementa for funerals follow immediately after the 
death of a family member* Umbrellas are in demand 
when it rains* An unexpected snow storm generates 
extra calls for tire chains, towing services, and car 
batteries. Often, convenient availability determines 
when these goods and services are purchased. And 
even if customers do have ample time to select 
merchandise, sailers who stand ready to supply wanted 
or expected brands are apt to gain preference and 
profit when shoppers decide where to buy. 

People want options. Although convenient availabilily is 
the main buying criterion for many routine household 
products, savvy merchants stock a selection conforming 
to the diverse preferences of their patrons. Some people 
demand manufacturers* advertised brands. ReseUers* 
brands are favored by others* On some classes of 
goods, generic brands have become popular in recent 
years* Moreover, many consumers seek occasional 
variety. Qearly the decision of which products to stock 
is important. 

It is more important yet on shopping goods because 
buyers compare them before purchase. And it is most 
important on specialty goods, those preselected by 
brand name. If a store does not stock these uniquely 
wanted brands, a prospect will leave without buying. 
Whoever offers them on acceptable terms gains the 
sale. 



Where 

From a multitude of studies emerge different criteria 
for deciding where to shop. Most research on the 
subject agrees that store location is a major 
consideration* Stores usually draw most of their 
patronage from their surrounding neighborhood. 
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A SimpUfiod Model of Consumer Purchasing 



Podtim Factors for 
Rorchuias 



Depletion of stock 
Changes in life style 
Observation of product 
Free sample 



Advertising 

Anticipation of satisfaction 
Familial k social approval 



WordH)f-mouth 
Helpful sales personnel 
Attractive brands, bargains 
Point*of*purchase displays 



No gain from further search < 



Satisfaction 
Advertising 
Rationalization 



Recommendation to Others 



Stepo la Bsyisf l ? rocoso 
latest OosiM 



Ottomoc* to Rurchas* 



Problooi Socofiiitios 



-> Convictioa to Act 
< 



Search and 
Evaluatioa'^ 



—^Choice 

nF 

Item Available 



i 



Pott-Purchase 
Evaluation " 



Bewildering product claims 
Lack of knowledge about availabilities 
Competing needs 
Risks; financial social* etc. 

Decision not to buy 



Imperative to conserve money 
Insecurity about future needs 
Conflicting reactions from reference groups 



-> Decision not to buy 



Defective products 
Discouraging sales personnel 
Poor shopping facilities 
^ Different products, distractions 



-> Decision not to buy 



T — > Wanted item out»of stock 
Decision not to buy 



Doubts 

Poor performance 
Better offers 



Decision noi to repurchase 



Savvy store nmnagers make a special effort to 
understand the shopping*reIated motivattoQt and 
preferences of lo^l residents. New manaifrs of fast* 
food units, for exan[)ple. canvass nearby dwelitngs and 
introduce them^ the households. Some 
sujMrmarkets riiaintain consumer advisory boards to 
elicit suggestions and reactions. Other means of 
communication with custpipers include informal 
conversations at the store and suggestion boxes with 
interviews and awards. 

Incidentaity* complaints are an excellent guide for 
making store policies more amenable to customers. 
Personnel should be instructed to thank patrons for 
their comments. Prompt consideration, followed by a 
personal letter from the store manager, is highly 
desirable. 

Location is extremely important to "captive" buyers. 
Exclusively franchised utilities, shops in isolated hotels, 
and cafeterias or automatic vending machines in 
factories are examples. At the opposite extreme, 
shoppers escape spatial restrictions by buying from 
mail-order firms or telephone solicitors. 

Other patronage influences vary. They depend on the 
type of product, type of store, and the characteristics of 
the consumer. The offered assortment's perceived 
quality, depth, and breadth certainly are very 
important, along with price. This does not imply that all 
goods have to be top quality or all prices the lowest. 
Perceptions are decisive. 

If quality seems high, some customers infer that prices 
are high too regardless of the facts. The important point 
is to understand customers and to provide what causes 
them to buy. For example, assurance of repair service 
weighs heavily with the worrier type of customer. A 
convenience-minded buyer is concerned with parking 
space or delivery service. 

Of course, shoppers must be told that wanted goods and 
services are available. Advertising helps disseminate 
this information. Su does a store's reputation for 
consistent policies of satisfying its customers. 

Occasional promotions inject some excitement into the 
tedium of shopping. Some clients like to socialize, which 
can absorb much of an employee's time and moy even 
annoy other buyers. Nevertheless, personnel should be 
friendly and helpful. Also influential, for some 
customers, is the apparent socio-economic level of other 
shoppers. 



Petconai affinity for other customers or for salespeople 
is a decisive factor in the success of party-selling. e.g«, 
household goods and in-home selling (cosmetics). The 
choice of where to buy items requiring major outlays 
(securities, and insurance) often revolves around from 
whom to buy. 

In selecting a retail store, many customers consider 
physical features. Layouts can invite or repel 
patronage. Motorists who are in a hurry, tor instance, 
are apt to use a gasoline station at which business can 
be transacted quickly. Altogether, buyers perceive a 
mix of tangible and intangible factors that comprise a 
store's atmosphere. Accordingly, thay either do or don*t 
feel comfortable about shopping there. 

To the casual observer, all supermarkets seem mjre or 
less alike. But. in fact, store managers can regulate 
many of the above-mentioned variables and thereby af- 
fect where shoppers buy. According to recent studies in 
several American cities, household buyers perceive 
supermarkets in their neighborhood as sufficiently 
different to determine their patronage preference. As 
shown in Figure 2, the four raain types of supermarkets 
offer (in clockwise order): (1) High quality at 
commensurate prices. (2) Lowest price level in the area. 
(3) Swift completion. (4) Friendly atmosphere. Each can 
profit by appealing to a different segment of buyers, the 
topic of the next section. 

Who 

Identification of customers and prospects makes 
effective targeting possible. Small business owners 
pride themselves on knowing their customers 
personally. In the industrial field, understanding of 
each major customer and buying influence is essential. 
When dealing with a large number of customers, 
however, individual familiarity is not feasible. Hence 
mass merchandisers and others in this situation group 
their customers, whose reactions to offerings are 
similar, into segments. Then they design a separate 
appropriate marketing program for each segment. 

Strategies vary. A small firm might prosper by 
concentrating its resources on one segment. Because 
customers are volatile, the specializing firm is 
vulnerable to sudden change in its target segment's 
patronage. Hence some companies address several 
segments simultaneously. Although expensive, a 
strategy of employing different tactics for different 
segments can be quite profitable. Other firms scatter 
offers to just anybody. They hope that segments will 
select themselves. Figure 2 shows typical segments of 
supermarkets. 
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Supennarket Patronage By Segments 



"Shoppv GaiM** 

The Hedonists 
"Want Shopping to be Pleasurable, 
without Extra Cost" 
•Attractive Decor and Displays, 
especially for Perishables 
•Friendly, accommodating 
Store Personnel 
•Exciting Promotions 



Housthoid Gaiu'* 

The Affluent 
**Want Bes^ Quality, and 
Will Pay for if' 
•Wide Assortment of the 

Best Perishables 
•Specialty Departments 
•Wide Assortment of "Favorite" 

Brands 



**ShoppM^ Costs*' 

The Buys 
•Nearby Locations 
•¥^si Check-Out 
•One-Stop Shopping 

"Want to Save Time" 



"Household Costs*' 

The Squeezed 

•Lowest Prices 

•Wide Assortment of 
"Economy" Brands 
"Want to Save Money" 



One basis for segmentation is geographic. Retail 
customers are apt to live or work m the store s vicinity. 
Industrial buyers tend to concentrate regionally. So do 
users of services. Intensive cultivation of local potential 
customers can be efficient and lucrative. Personal 
knowledge of local buyers and a shared community 
spirit help cement relaticns witi: these customers. 

Segmentation is an art. All '^honest serving men"— 
what, why. when. how. where, as well as who-— can be 
the key to segmentation. Whatever the basis, each 
identified segment should have sufficient purchasing 
power to make a special effort commercially 
worthwhile. Accessibility is vitaL How can the segment 
be reached? Are advertisements, telephone 
solicitations, or personal visits efficient? How about 
trade shows or personal contacts? The ideal segment is 
stable in puk'chase needs and loyally, helping you fend 
off competition. 

Besides segmentation, understanding of customers also 
requires insight into their buying roles. The buyer for a 
one-person household or one-person business is the 
initiator of the order, the decider, and the user. Even m 
this casp. however, soma outsiders are influential. 

In larger households or businesses, these buying roles 
are usually played by separate individuals. It helps you 
to know who activates (requisitions) purchases, who 
exerts influence, who decides what and where to buy. 



who uses the product— and what their criteria are. 
Then you tailor and targBt your offerings to satisfy each 
major participant in the buying process. 

As has been shown, understanding of customers 
enables a seller to increase sales. This same 
understanding can equally serve to reduce costs. Higher 
sales at lowe** costs inevitably boost profits. 

A small firm that understands its customers can buy or 
produce exactly what they want— and nothing else. The 
firm's sales effort is efficient because it builds on why 
Its customers want to buy not on why others buy. or 
why the vendor wants to sell. 

.Merchandise can be ready when customers need it. 
Thus a knowledgeable seller avoids unnecessary 
inventory costs or penalties for late delivery. 
Understanding how customers buy lets a seller employ 
promotional media, appeals, and timing for maximum 
effectiveness. Transportation costs are lowered by 
shipping me^ handise to wher<3 it is needed. Knowledge 
of who comprises suitable segments and the separate 
buying roles can reduce the waste of soliciting 
unqualified or uninterested people. 

Customers Are Dynamic 

The best source for you to learn about customers is 
vour personal interaction with them. At work, social 
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^nd civic •ctiyitiM* and chanc» encounters* people talk 
and revMl their attitudes and motivation* Listen to your 
cuitomerif. Ychi can alto keep abreast of purchatinf 
pattei^ by Qbservinf competitors' practices and by 
asking ffkM personnel yiho is buying what, ^fhere. 
Ar jiclM in and trade newpapers and 

magattnea give information on product, trends* 
marketing^ finance, the economy. Trade directories. 
Yellow PagfS. ami brokers* direct*mail lists identify who 
buyers are* and m%«t industries have associations and 
specialised marketing research that provide insights for 
understanding customers. 

Sales records can tell you when customers buy. To 
Hgure out where customers buy, consult the **Annual 
Purvey of Buying Power** (for consumer products) and 
the ''Annual Survey of Industrial Buying Power** (for 
industrial products). Both are published by Sales and 
Marketing Management magazine end are available in 
libraries or from the publisher at 633 Third Avenue. 
New York City. New York 10164-0563. The U.S. 
Department of Commerce's Bureau of the Census 
publishes the U.S. Census of Manufactures that too. is 
an excellent source of marketing data. 



Th^ U.S. Small Business Administration publishes the 
"U.S. Government Purchasing and Sales Directory." a 
listing of goods and services that the Federal 
Government buys, including.also property sold by the 
Government The Comimerce Department publishes 
Commerce Business Daily, another source of proposed 
defense procurement and subcontracting opportunities. 
The present subscription rate is $175 a year, and like 
the other Government publications mentioned, is 
available for sale from the Superintendent of 
Documents. U.S. Government Printing Office. 
Wash!!igton. DC 20402. 

Customers change because their needs change. 
Neighborhoods and industries change. Regions and the 
whole economy change. Learning to understand your 
customers is an endless challenge and effort: but 
knowing the what why. when, how, where, and who of 
your custoniers will pay off in better sales efforts, 
effective cost controls, and more profit 



Copies of this Aid are available free from SBA. PO Box 16434. Fort Worih. TX 76119. Aids mav be condensed or reproduced fhev .-nav Hi.i h« 
dllered loimply approval by SEA of any private orHaniZdiion. product orjiervice. If material 13 reused, credit lo SBA will be .ipprei i.imd 



54 



60 



SUGGESTED EVALUATION TECHNIQUE 
ENT-010 



CASE STUDY FOR POTENTIAL CLIENTELE 



Jim and Carole became Interested In assuming the responsibility of an 
established, small cornnunlty, family-style restaurant operation. It had been 
In operation for 25 years as extension of a locally-owned motel business. 
For approximately 15 of those years, the establishment had been the major 
restaurant for the community of 4,000 residents. The last ten years, 
however, has seen a development of fast-food establishments within three 
miles of this family-style restaurant. As a result. Its financial future was 
viewed as bleak by many In the community. 

Jim and Carole realize that change Is necessary If the business Is to 
survive. They also realize that this operation Is still the only traditional 
family-style restaurant business In the area. They will Initiate the 
following operation changes over the first six months of their ownership of 
the restaurant: 

1. add a children's menu for all three meals of the day, 

2. provide a weekday luncheon buffet at a special price, 

3. offer a weekend breakfast buffet with reduced prices for 
children and senior citizens, 

4. advertise regional foods along with fresh baked breads and 
desserts, 

5. publicize the availability of two meeting rooms (one being 
large enough for banquets/receptions), 

6. begin live dinner music on Friday and Saturday evenings, and 

7. celebrate holidays and local events with special hours and 
menu offerings. 

Jim and Carole are hoping for new clientele for the restaurant. In the space 
below list five groups of potential clientele and one rationale for listing 
each group. 



Groups 



Rationale 



1. 



1. 



2. 



2. 



3. 



3. 



4. 



4. 



5. 



5. 



SUGGESTED EVALUATION TECHNIQUE 

ENT-010 

ANSWERS 



Groups Rationale 

1. Families with small children. 1. The addition of a children's 

menu and the Saturday breakfast 
buffet. 



2. Business people with a limited 
lunch hour. 

3. Senior citizens. 

4. Persons from other localities 
( tourl sts/sal esmen ) . 

5. Planners for clubs and organiza- 
tions and social events. 

6. Adult couples/singles looking 
for a relaxed dining atmosphere. 

7. Family groups and/or visitors 
from out of town. 



2. The luncheon buffet with a 
special price. 

3. The Saturday breakfast buffet. 

4. The regional foods along with 
fresh baked breads and desserts. 

5. The availability of two meeting 
rooms. 

6. The live dinner music on Friday 
and Saturday evenings. 

7 c The spec1«il hours and menu 
offerings for holidays and 
local events. 
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Instructor's Final Checklist 



IDENTIFYING POTENTIAL CLIENTELE 



Performance Level: All items must receive a rating of 
ACCOMPLISHED. If any items ore rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide if any learning activities must be 
repeated. 





shed 


V 














ll 




ll 









The student listed with 100% accuracy five groups of 
potential clientele for a small business described 

in a case study [ ] [ ] [ ] 

The student accurately stated one rationale for 
each group of potential clientele for a small 

business described in a case study [] [J LJ 
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Instructor's Guide Sheet 



ENT-011 



IMPLEMENTING ADVERTISING STRATEGIES 



OBJECTIVES 



(1) Without the use of resources, list with TOO* accuracy five advertising 
stratsgies for small business. 

(2) Given the steps and criteria for developing small business advertising 
strategies, develop one which meets the criteria as Msted in the 
Instructor's Final Checklist. 



ATTITUDE/VALUE TO BE DEVELOPED 

The student will appreciate the importance of developing effective 
advertising strategies for small business success. 



TEACHING STRATEGIES 
Objective 1 

Have students read materials on 
advertising. 



Have students read materials on 
advertising strategies. 



RESOURCES 



Everard and Burrow, Business 
Principles and Marketing , 
pp. 200-215. 

Information Sheets, "Tips on 
Getting More for Your Marketing 
Dollar," p. 61-66; and "Under- 
standing Your Customer," pp. 47-54. 

Petersen, Economics of Work , 
pp. UZ'UT. 

Petersen and Lewis, Free Enterprise 
Today , pp. 259-268. 

Samson, et al.. Retail 
Merchandising , pp. 284, 287-288, 
291-297, 300-307. 

Siropolis, Small Business 
Management , pp. 410-417. 

Small Business Administration, 
"Learning About Your Market." 

Hutt, Creating a New Enterprise , 
pp. 91-93. 
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Have students study and evaluate 
media involvement in advertising, 
i.e., television, radio, newspaper, 
direct mall, door-to-door, and 
telephone directory yellow pages. 
Lead students in the development of 
criteria for effective advertising 
strategies. 

Ob.iective 7 

Lead a discussion to identify the 
most effective advertising strategies 
for local /area small business. Use 
local /area advertisements for reference, 
i.e., television, radio, newspaper 
direct mail, door-to-door, and telephone 
directory yellow pages. 



Nel son , et al . , Owning and 
Operating a Small Business , 
pp. 91-97. 

Petersen and Lewis, Free Enterprise 
Today , pp. 268-273. 

Siropolis, Small Business 
Management , pp. 425-434. 

Small Business Administration, 
"Advertising Guidelines for Small 
Retail Firms," "Creative Selling: 
The Competitive Edge," "Marketing 
Checklist for Small Retailers," 
"Plan Your Advertising Budget." 

Nelson, et al.. Owning and 
Operating a Cmall Business , 
pp. 92-93. 



SUGGESTED EVALUATION TECHNIQUES 

(1) Have students list with 100< accuracy five advertising strategies for 
small business. 

(2) Provide students vith the steps and criteria for developing small 
business advertising strategies (p. 67). Have each student develop one 
strategy which meets the criteria as listed on the Instructor s Final 
Checklist. 



SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Develop and use advertising strategies to promote organization membership. 
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U.S. Small BuiinMi Adminiitnitioa Managimrat Aids 

Officeof Numbtr 4.008 
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SBN. Tips on Gettmg 

More for Your 



Marketmg Dollar 



By Ivan C Smith 
President 

Proaction Marketing, Inc 
Laureiville. Ohio 
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markattaf accMatfaf data la aaalyaa «arka«Uig 
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If you ara to get tha most for your marketinf j dollar, you 
mutt establish objectivee for each of your ir^uketihf 
programs and carefully measure tha results of those pro* 
grams. The difficulty of setting such objectives and 
measuring the achievement of them accounts for why so 
few marketers do. But without objectives and 
measurements, you cannot hope to improve the effec- 
tiveness of your marketing programs and Increase the 
return on your marketing outlays. 

Knowing what is really happening to your marketing ex- 
penditures takes you a long way down tha road to im- 
proving the effectiveness of your marketing program. 
But you've got to dig to learn what's really happening. 
Let's look at two examples of markater^i who did and 
see what they found. 

The Jones Company's 
Marketing Communications 

Tho lones Companyt manufactured and marketed a line 
of consumer hardwr^re products through hardware, 
home improvement, and building supply outlets. Jones's 
total annual cales volume was $4.2 million. The com* 
pany trciiitionally spent an amount equivalent to If/ pe^ 
cent of sales to advertise its products in consumer 
publications. Although Jones's management had never 
analyzed the effectiveness of the advertising expen- 
diture, they considered it a necessary part of their 
ma' keting program. 



tMi company ni.mM in tbU Aid trt flctUloiu. 



Jonaa'a new raarkattiif manafar lab that tha compaay 
could pfobe^ly gar mora for ita adrntiaing dollar XJpm 
anylysriog tjom coela and raeullaof tha program* tha 
manaiar mada a oumbar of intaraetiiif diacovariea. 

Tha naw markatinf manager found that although tha 
madia portion of tha adYaitiaiiif axpanditora waa divid- 
ed about evenly amooi thsaa pi^dlcatlona» inquiriaa 
generatad bjr one of thaoi outnainbarad i&quiriae 
geoaratad by each of tha otbara by almoat two to one. 
Analyala of tha conauioar piofUa of tha raadara of each 
of tha three publtcattona ravaalad that tha demographic 
profile of tha reader of tha puhUcatioii which produced 
the moet Inquiriea waa much mere doeely ali|piad with 
Jonee'e typical cuatomar profila than ware those of tha 
other two publicationa. 

As a remit of thaea flndinfa» tha marketing manager in* 
creased tha advartiaing ia tha moet effective publication 
and stopped using tha other two* In tha process, media 
expensae were cut by nearly SO percent while the 
number of inquiriaa generated actually increased 

A second nu|or finding made by the new marketing 
manager waa that ail the company*s advertising featured 
the sntire product line and stressed primarily the quality 
features of the company's products, rather than the 
benefits users might expect from them. Based on theso 
discoveries, the manager began advertising only selected 
high volume items. 

New a^'is stopped stressing quality— at best an illusive at* 
tribute— and began to emphasize user benefits instetd 
By carefully watching salei over a two year priod. the 
marketing manager saw that tha products advertised 
showed substantial sales volume increases* increases 
that more than offset the sales volume declines among 
the already low volume items for which advertising had 
been discontinued. While this approach worked for 
Jones, it should be noted that depending on competi- 
tion, customer desires, and the like, it may not at times 
be a sound strategy to promote an entire line. 

As part of the analysis, the marketing manager had also 
conducted interviews among the store managers of 
some of the leading outlets of Jones Company pitiducts, 
discovering that store managers were not generally 
aware of the Jones advertising program. As a result of 
this finding* the marketing manager developed a pro- 
gram which not only kept retailers advised of the com- 
pany's advertising efforts, but which also provided 
point-of-purchase merchandising materials to be sup- 
plied to the stores for use in conjunction with. Jones's 
consumer advertising programs 

The net result of this change was that total sales voi ane 
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of tdvirtiitd producu tbowid t mtrkcd lnc»«# in 

Jhi^grtmb. lonii toUdify iu relation, with th» 
raort •gjTiiiivt wUiitrs. 

Acme's Penonal Selling Expense* 

The Acme Comptny. a nunuftctuwr and markattr of 
industrial products amployad tan salaa raprasantativaa 
who 30ld tha company's products directly to and users. 
There ware five hundred active accounts on Acme's 
books. As is often the case for manufacturers, just one 
hundred of these accounts contributed 75 percent to 
Acme's sales volume. 

Acme kept accurate, detailed records of selling ex« 
penses. Total costs for sales force salaries, travel and 
entertainment, and sales office management were 
$540,000 per year. Since the sales force made a tot^l of 
7200 sales calls per year. Acme's average cort per call 
was $75. which was in line with the national norm for 
companies marketing industrial products. 

Acme's president was eager to increase the company's 
sales call productivity. A sales territory analysis reveal* 
ed that» thanks largely to effective sales management, 
average calls per day per territory varied only slightly, 
ranging from a low of 2.7 calls per day to a high of 3.2 

Further analysis, however, revealed a wide variation in 
total annual sales per territory. The territory v 'ith the 
lowest volumd produced only $120,000 in sales, whereas 
the one with the largest volume was generating 
$520,000. Market potential in the two territories was 
estimated to be roughly equivalent, leading the president 
to believe there was a serious problem in the $120,000 
territory. 

Upon further digging. Acme's president discovered that 
the representative in the $520,000 territory (whose calls 
per day average was close to the company's lowest) call* 
ed regularly on only those accounts with actual or 
potential sales in excess of $50,000 per year. In fact, of 
this rep's total sales volume, nearly 80 parcent came 
from those legular calls on high volume v^iccounts. The 
remaining 20 percent came from orders placed by 
telephone directly with the factory b^ smaller volume 
users, a procedure the representative had initiated and 
encouraged. 

In contrast the sales rep in the $120,000 territory, who 
was renowned for his hard work, regularly called on ac- 
counts where the sales volume, actual or potential, was 
less thin $10,000 per year. Despite all the hard work« 



this representative had failed to analyse the potential iji 
the territory on an account by account basis and than to 
apply effort only where it would produce the greataai 
resulta» 

Two things happened as a result of the preskient's 
analysia. First, with the help of salee management, the 
productivity of the representative in the low volume te^ 
ritory increased greatiy once the calls on low 
volume/low potential accounts were stopped. Second, 
and more importantly for the company, the president s 
analysia served aa the basia for the development of a 
company*wide program in which low volume customers 
from anywhere in the country could place their orders 
directiy with low cost inside files personnd at head- 
quartera using incoming WATS telephone linea. 

Under the new program tha company's sales volume in* 
creued by nearly 25 percent without the addition o^ any 
new outside sales representatives. In addition although 
the cost per sales call did not decline* the profitablity of 
the low volume accounts improved drastically as the 
result of the elimination of all personal selling cosu and 
the substitution of the telephone order system. 



Analyzing Marketing Costs 

What brought about Jones's and Acme's successes? 
Clearly, a willingness to look at programs objectively 
and a readiness to change. The foundation for these suc- 
cesses was. of course, a good system for identifying and 
assigning costs which permitted managment to pinpoint 
wasted effort and ineffective programs. 

The problem for many small business owne^managers 
isn't that they are unable to make equally penetrating 
analyses of their marketing costs and come up with 
solutions to inefficient use of marketing dollars. The 
real problem is 'ihat mtny owner-managers don't have 
the kind of information they need to begin to make such 
an analysis. Why not? 

Accounting systems. First of all. typical accounting 
systems are commonly raanufacturing production 
oriented. Such systems are fine for breaking down 
manufacturing costs, but frequently lump all marketing 
cost& into one or a small handful of "selling expneses" 
categories that tell you little more than "so much money 
was %\mt overall." The categories are just too broad for 
useful iinalysis. 

Accountants appreciation of marketing costs. Second, 
many accountants have not been adequately educated 
by marketers to appriciate the nature of all the various 
marketing costs. Accountants therefore, as should be ex- 
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pfcttd, havt conconied themMlvM chiefly with gtttiiif 
aU mtrkftins co9t '^ssifntd sointwh«r«-»9omttiinM just 
inywhtrt-oftto with littlt rtfud to tht ap* 
propritttstM of tbott usifomtnu or tht bth«vior of 
tht costi^ 

Lack pt oki«ctlvM» Third, many buiiiiMa owners 
establish their marketing programa* not on carefully 
estaUiahed ob)ectivea, but on the baaia of tradition (lika 
the lonee Company advertising program), induatry prac* 
tice, or rules of thumb. Many firms merely allocated a 
long^atablisbed percenuge of their sales doUara to 
advertiaing or attempt to match a competitors salea 
force on a one>toK>ne buis, instead of setting clear, 
measurable objectives for such marketing endeavora and 
thinking through the ta^ks necessary to accomplish 
them. Unfortunately, in the absence of clearly thought 
through task analyses and established objectives, its 
nearly impouible to measure the effectiveness of expen* 
ditures budgeted for marketing* 

What's needed, then, for you to get the most for your 
marketing dollar ia a marketing onented cost accounting 
system, a proper usignment of marketing costs, as well 
as an understanding of the behavior of these costs, and 
a program of marketing objectives and results 
meacurements. 

A Marketing Oriented 
Cost Accounting System 

To analyze your marketing costs effectively, you need 
an extensive chart of accounts. Although you should 
work with your financial and accounting people in the 
development of a chart specifically suited to your par^ 
ticular business, the following list should give you some 
idea of what ought to be included in a chart of 
markating accounts for a "typical" manufacturing and 
marketing business: 

Salaries and Commissions 

Sales Representatives* Salaries 

Sales Representatives* Commissions 

Marketing Management and Administration 

Sales Management 

Credit and Collections 

Marketing Research 

Order Processing 

Marketing Communicationa 

Advertising 
Sales Promotion 



Merchandising 

Publicity 

Trade Shows and Exhibits 

Direct Mail 

Samplee 

Literature 

Telephone Expense 

Package Design 

SUppiiit 

Materials 

Freight 
Depreciation 

Coat^oier Service 

Order Entry 
Order Processing 
Billing 

Telephone Expense 
Othe^ Marketing Coete 

Finished Goods Inventory and Inventory Carrying 

Discounta and Markdownr 

Marketing Research 

Sales Office 

Returns 

Travel and Entertainment 
Credit and Collections 
Refunds and Returns 
Warranties 

A Detailed chart of marketing accounts similar to this 
one permits you to analyze marketing costs in detail. In 
addition to studying costs on such a basis, however, it is 
also desirable to be able to analyze costs on the basis of 
various marketing or sales units. Thus, the marketing 
accounting system should also provide for cost analysis 
on the basis of the following categories: 



Market and Market Segment 
Channel o"* DUtribution 
Product and Pioduct Line 

Geographic Region» Distibution Center* or Salea Ter* 
ritory 

Account Type and Individual Account 



You may feel th^t your business isn*t ready to break 
down your marketing expenditures in such detail. These 
charts should, however* at least give you an idea of the 
variety of costs a marketing program generates. It's not 
just selling and advertising expenses. 



64 89 



NttniVt Behavior^ and Attignmeiit 
of MarkatiiisGofts 

In th«5r iwd bthairior, mtrktting costs do not dlt 
fer fund^iMiitd^^ from otbsr typit of btuinMt coM. 
Lik« othtr cottSt thoy «r« gratrally eithtr fixci or 
variflbl*. 

Vf riablo coil9 m thoao which vary in relation to tho 
amount of an activity or function. The moat familiar 
variabla cotU, of coursa. ara tha manufacturing costs of 
direct material end direct labor* the more of a given pro> 
duct made* the more material and labor necessary to 
make it Some mari:eting costs are variable* for example* 
sales commissions, trade and cash discounts* outgoing 
freight charges^in shoxt, anything that varies in direct 
proportion to the amount of sales. 

Fixed Coats do no vary with the amount of product 
manufactured or sold or with any other function or ac* 
tivity. In the manufactiuing area many overhead costs 
fall into this category. For example* the costs of lighting 
and heating the manufacturing plant are fixed. 

In the marketing area there are fixed costs, too. District 
sales managers' salaries and salaries of the sales 
representatives fall into this category, as do many sell* 
ing expenses* such as the cost of ope.^ating regional 
sales offices. 

In addition to fixed manufacturing and marketing ex- 
penses, there are also fixed general expenses. This 
category typically includes the salaries of the chief 
operating officer and administrative staff, the cost of 
operating a company's electronic data processing 
system, the cost of maintaining the company's head- 
quarters facility, depreciation* insurance, property taxes, 
r 'd the like. 



Contribution Accounting 

Contribution accounting allows you to evaluate the con- 
tribution to your company's fixed costs made by any 
give business unit— be it a produc or product line, a 
sales representative, a customer cr market segment, a 
promotional campaign or trade show. Contribution ac- 
counting answers the question: **How much money does 
^he unit contribute in excess of the costs (called direct 
costs) which would not exist if the unit were eliminated 
or not created?'* It tells you how much the unit con- 
tilb'J^es to carrying overhead--or how much it will con- 
tribute to profit if all fixed costs are covered. 

To measure the contribution to Hxed expenses of a par- 
ticular product, for example* you would: 
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1) Cakulat* tha income generated by the product 

2) Subtract the variable expr»naes of direct labor, direct 
matatial and any variable overhead* 

3) Subtract other variablo costs (sales commissions* 
outgoing freight charges, and the likeK 

4) Subtract fixed program costs for advertising that pro^ 
duct (such as advertising cosU for advertising that pro* 
duct alone)* 

Once you have subtracted all the variable costs 
associated with the product as well as the fixed program 
costs associated with the product* you have the amount 
avaUcble for contribution to the^compeny's general ex- 
pentiea which that product gt^^erates. (To calculate the 
percentage of the program's contribution divide the con- 
tributiun by the income generated.) Here you can see 
one of the reasons for the detailed chart of accounts and 
the careful assignment of expenses. 

Ericson, Inc/s Contribution 
Accounting Analysis 

Ericson. Inc. was considering hiring a product manager 
for an existing product. The product was not selling as 
well as Ericson's president thought it should. The 
estimated cost of having this product manager, in* 
eluding salary, benefit programs* and operating ex* 
penses (travel, added promotional expenses, etc.)* wus 
set at $50,000 per year. Current sdes of the product 
were $150,000 per year, but the marketer believed that a 
good product manager could double that sales volume. 

The existing contribution margin of the product was 40 
pecent. That is. after subtracting direct material and 
direct labor costs as well as existing fixed expenses 
associated directly and solely with the product, the pro- 
duct generates forty cents of contribution on every 
dollar of sales. Should the marketer hire a manager for Che 
product? 

Using contribution accounting techniques, t^e marketer 
estimated the contribution the proposed move would 
make to company fixed expenses as follows: 

Estimated Increased Annual Sales Volume $150,000 

X Existing 40% Contribution Rate AO 

- Contribution & Existing Rate $ 60.000 

- Increased Expenses of New Product 

Manager -50.000 

- Contribution to Company's General Expenses $10,000 
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ifi viiw of tiiii pbsitivt contribution to carrying 
oireHteid. th§ president decided to hire the product 



A doiitinttliig Proifim 

Marketihg/imgraM which appear to be working effec* 
tiveiy sHotild bi r^iMViltiated penodically. Maybe you 
tii imiltwixi^^ g]tt an better return for 
your mlrke^n'g cl^)i'r by imphijllzihg the strong points 
and ititiAihat^ng Weak arett. aii did th^ president of the 
Atine 'Cbiipi&)r. ipufthennore. there is. of cbursie. no 
iulrantee thlit uie most effective marketing program to- 
dly wUi ^maih %f!6fctive tomorrow. To keep a 
marklitihg program strong requires continuous measur- 
ing of progrr:.« rrsu!:^ :md reevaluation of program ef- 
fectiveness. You should never stop digging. 



Copies of this Aid and other public aliuns are available from SBA for a small processing fe« Order forms USA and nr>B can be obtained free from SBA 
POBoxl'>414 Fort Worth TXlilW Aids mav be condensed or reproduceo Thp\ ma\ notbcdItercdtoimpK approval bv SBA of am private orsan-^al 
'ton. product or service If material is reused credit to SBA will beaonreciated 



INFORMATION SHEET 
ENT-On 



DEVELOPING EFFECTIVE ADVERTISING STRATEGIES 

Steps In Developing Effective Advertising Strategies 

1) Identify potential clientele. 

2) Determine geographical market. 

3) Be aware of advertising budget. 

4) Decide on advertising strategy. 

5) Develop advertising strategy. 

6) Implement advertising strategy. 

7) Evaluate advertising strategy. 

Criteria for Developing Effective Advertising Strategies 
Begins with attention getter/Is original. 
Includes product/service details. 
Appeals to potential clientele and geographic market. 
Encourages buying of product/service. 
Is affordable to developer. 



1) 
2) 
3) 
4) 

5) 
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Instructor's Final Checklist 



IMPLEMENTING APVERTISING STRATEGIES 



Performance Level: All items must receive o rating of 
ACCOMPLISHED^ If any items are rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide if any learning octivities nwst be 
repeated. 




Note to Instructor : For a one-semester course, use the 
checklist statement(s) for Objective 1. For a one-year 
course, use the statement(s) for both objectives. 



Objective 1 

The student listed with 100% accuracy five advertising 



strategies for small business [] [] [] 

Objective 2 

In developing a small business advertising strategy, 
the student: 

a. Began with attf ition getter/Was original [] [] [] 

b. Included prod*' c/service details [] [] [] 

c. Appealed to potential clientele and 

geographic market [] [] [] 

d. Encouraged buying of product/service [] [] [] 
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Instructor's Guide Sheet 



ENT-012 



IDENTIFYING TYPES OF SMALL BUSINESS OWNERSHIP 
OBJECTIVE 

Given descriptions of four types of business ownership, accurately identify 
each. 

AHITUDE/VALUE TO BE DEVELOPED 

The student will appreciate that the ultimate success of a small business 
operation can be dependent on the type of ownership. 



TEACHING STRATEGIES 

Have students read materials on 
types of business ownership. 



RESOURCES 

Brown and Clow, Gen eral Business ; 
Our Business and Economic WorldT 
pp. 176-186. 

Brown and Warner, Economics of Our 
Free Enterprise System , pp. 192-200. 

Everard and Burrow, Business 
Principles and Management , 
pp. 105-n6. 

Hutt, r. rj^atino a New Enterprise , 
pp. 27-30, 63-59. 

Information Sheet, "Incorporating 
a Small Business," pp. 71-74. 

Nelson, et al.. Owning and 
Operating a SmalTBusiness , 
pp. 38-39. 

Petersen, Economics of Work , 
pp. 68-75. 

Petersen and Lewis, Free Enterprise 
Today , pp. 214-229. 

Siropolis, Small Business 
Management , pp. 189-200, 1 25-1 39 . 

Small Business Administration, 
"Evaluating Franchise 
Opportunities." 
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pj'ovlde students with instruction 
slieets oh projarietpfship, partner- 
Imp; aHB cbrtibratiori; Have 
students, evaluate vihat they learn 
with self-checks: 

Invite a franchise owner/operator 
to d,iscu_s| tHe^jeasbn^ for arid 
against^pHpbsingj,^ f raiichi sf 
operati oyer the . pther . tBree 
types of Business bi^^Jinizatibn. 

Have stlid|H|s discuss the advantages/ 
disadVahtaili of proprietorship, 
partnership, corppration, arid 
franchi^je bwrinerships, . Have, them 
complete a worksheet on the advan- 
tages of the four tyjaes Pf business 
ownership. 



Kentucky Competency Bised. 
Vocational Education Module ES-30, 
"Types Pf Business Organization," 
Instruction Sheets 1, J?, and 3; 
Stud&nt Self-Checks li 2, and 3. 

Information Sheet, "Advantages/ 
Disadvantaiges of Franchisihgj" 
p. 75. 



NeUori,.^t al.. Owning and 
Operatiriq-a Small Business , p. 40. 

Worksheets, "Advantages/ 
Disadvantages of Four Types of 
Business Ownership," pp. 76-77. 



SUGGESTED EVALUATION TECHNIQUE 

Provide students with descriptions of four types of business ownership 
(pp. 78-79) and have then accurately identify each. 



SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Invite a panel of small business owners to discuss four types of business 
ownership (e.g., proprietorship, partnership, corporation, and franchise). 
Show the filmstrip "Legal Forms of Business Enterprise." 
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^mw^ mmx^ rd^ ^ j^w^ \m \i you 
sipiit la^. Mdi^ ^ muk m ^ 

uiKiml^ Ui^ viiio^^^^^^ obligifions 
invqlVMt imd, (c) yo^ wm^j^jn (JmpUimct ^tib thi Stattt 
local aiul Fa^ofkl liftwi Mffa^^ii tht tiit^rponitirau 



Laws govara&ij| Um pi^badum for bbtainiof a oorponto 
chaitttT yaiy amirav SUIIm. DNptiUli^ inf braMtfdn about the 
r^ummanta yo^ Stata am Im qbtaibad horn tha 
$^mOay St o&ar datilpuiitil^ to tupandaa tha 
grabtiiig of cbiporata chartart. 



Choosing the Location 



The majority of small and medium-sized businesses, es- 
pecially tnose whose trade is local in nature, find it 
advisable to obtain their charter from tha Stata in which 
the greatest part of their business is conducted. 

Out-of-State, or **foreign,** incorporation often results in 
the additional payments of taxes and fees in another 
jurisdiction. Moreover, under the laws of many States the 
property of a foreign corporation is subject to less favora- 
ble treatment, especially in the area of attachment of 
corporate assets. This legal difference could prove espe- 
cially hazardous to a small business. 

On the other hand, you should look into possible benefits 
to be gained from incorporation in another State. Such 
factors as State taxes, restrictions on corporate powers 
and lines of business in which a company may engage, 
capital requirements, restrictions upon foreign corpora- 
tions in your State, and so forth should be taken into 
considerntion in selecting the State of incorporation. For 
example, you should be aware that some States require a 
for^i^ corporation to obtain a certificate to do business 
in tlieir |fatc. Without such certification the corporation 
may Ibis deprived of the right to sue in those States. 



Tha fee or organization tax charged for incorporatioii 
vkHai greatly from St^te to State. 



Gilrtificato Ot Incorporation 

Generally, the first step in the required procedure is 
pVe'paration« by the incorporatora, of a ^'certificate of 
incciporation." Most States used to require that the certify 
icat? be prepared by thxa'e or more legally qualified 
persons, but the modem trend is to require only one 
incorporator. An incorporator may, but not necessarily 
must, be an individual whb will ultimately own stock in 
th^ corporation. 

For [)urposes of expediting the filing of articles, **dummy'* 
inco^rators are often employed. These dummy incor- 
porators are ulually i^ssociated with a company that 
perfdnnii thil service or With an attonotey for the organiz- 
en». Th^y typically elect their successors and resign at the 
meeting of the incorporatora. 

Many States have a standard certificate of incorporation 
form which may be used by smell businesses. Copies of 
this form may be obtained from the designated State 
official who grants charters and, in some States, from 
local stationers as well. The following information is 
usually required: 

1. The corporate name of the company. Legal require- 
ments generally are (a) that the name chosen must not be 
so similar to the name of any other corporation a^ithor- 
ized to do business in the State and (b) that the name 
chosen must not be deceptive so as to mislead the public. 
In order to be sure that the name you select is suitable, 
check out the availability of the name through the 
designated State official in i ch State in which you 
intend to do bu 'ss before drawing up a certificate of 
incorporation. 1 « check can be made through a service 
company, in some States, there is a procedure for 
reserving a name. 

2. Purposes for which the corporation is formed. Several 
States permit very broad language, such as "the purpose 
of the corporation is to engage in any lawful act or 
activity for which corporations may be organized.*' How- 
ever* most States require more specific language in setting 
forth the purposes of the corporation. Even where State 
law does not require it. Jie better practice is to employ a 
'^specific object** clause which spells out in broad descrip- 
tive terms the projected business enterprise. At the same 
time take care to allow for the possibility of territorial, 
market, or product expansion. In other words, the lan- 
guage should be broad enough to allow for expansion and 
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yet specific enough to convey a clear idea of the projected 
enterprise. 

The use of a specific object clause, even where not 
required by State law, is advisable for several reasons. It 
will convey to financial institutions a clearer picture of 
the corporate enterprise and will prevent problem! in 
qualifying the corporation to do business in other jurisdic* 
tions. Reference bookc or certificates of existing corpora* 
tions can provide exampiee of such clausee* 

3. Length of time for which the corporation is being 
formed* This may be a period of years or may be perpet- 
ual, 

4. Names and ad Iresses of incorporators. In certain 
States one or more of the incorporators is required to be a 
resident of the State within which the corporation is being 
organized, 

5. Location of the registered office of the corporation in 
the State of incorporation. If you decide to obtain your 
charter from another State, you will be required to have 
an office there. However, instead of establishing an of- 
fice, you may appoint an agent in that State to act for you. 
The agent will be required only to represent the corpora- 
tion, to maintain a duplicate list of stockholders, and to 
receive or reply to suits brought against the corporation in 
the State of incorporation. 

6. Maximum amount and type of capital stock which the 
corporation wishers authorization to issue. The proposed 
capital structure of the corporation should be set forth, 
including the number and classification of shares and the 
rights, preferences, and limitations of each class of 
stock. 

7. Capital required at time of incorporation. Some States 
require that a specified percentage of the par value of the 
capital stock be paid in cash and banked to the rrcdit of 
the corporation before the certificate of incorporation is 
submitted to the designated State official for approval. 

8. Provisions for preemptive rights, if any, to be granted 

to the stockholders and restrictions, if any, on the transfer 
of shares. 

9. Provisions for regulation of the internal affairs of the 
corporation. 

10. Names and addresses of person who vill serve as 
directors until the first meeting of stockholders or until 
their successors are elected and qualify. 

11. The right to amend, alter, or repeal any provisions 



contained in the certificate of incorporation. Thia right ia 
generally sUtutory. reserved to a majority or two-thirda 
of the stockholders, SttH it is customaiy tc make it clear 
in the certificate. 

If the designated State official determines that the name 
of the proposed corporation is satisfactory, that the certif- 
icate containa the ne^^essary information and has been 
properly executed, and that there i& nothing in the certifi- 
cate or the corporation's proposed activities that violates 
State law or public policy, the charter will be issued. 



Officara and Stockholders 

Next the stockholders must meet to complete the incor- 
poration process, Thia meeting is extremely important. It 
is usually conducted by an attorney or someone familiar 
with corporate organizational procedure. 

In the meeting the corporate bylaws are adopted and a 
board of directors is elected This board of directors in 
turn will elect the officers who actually will have charge 
of the operations of the corporation — for example, the 
president, secretary, and treasurer. In small corporations, 
meaibers of the board of directors frequently are elected 
as officers of the corporation. 



. Bylaws 

The bylaws of the corporation may repeat some of the 
provisions of the charter and State statute but usually 
cover such items as the following; 

1. Location of the principal office and other offices of the 
corporation. 

2. Time, place, and required notice of annual and special 
meetings of stockholders. Also the necessary quorum and 
voting privileges of the stockholders. 

3. Number of directors, their compensation, their term of 
office, th<; method of electing them, and the method of 
creating or filling vacancies on the board of directors. 

4. Time and place of the regular and special director's 
meetings, as well as the notice and quorum requirements. 

5. Method of selecting officers, their titles, duties, terms of 
office, and salaries. 

6. Issuance and form of stock certificates, their transfers 
and their control :n the company books. 
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i: Bi^ii&ik when tnd by whom M nty bt declared 

^ k '^^m (jf tfi^^ Mail siltei^iit 
a k m^mSi the byl^wa. 



it th^ tkS fini hi^&ting of th4 cotporate board o^ 
d^r^i^re M piiB^fo irili^alibe of ay s^aref. you might 
cohliaif ad^H'^g y llE l&aS^ & lotion bif th^ Intlmal 
rSvIf^ ea^mq 1241) m\ m& mmr. imr than 

stb€k*\A^bn| the reqUiil^enti bf ^ttaU^catibn al **8ec- 
tipiij244 st6ck**^aie (1) the sti^^ mult ^colnmon stock. 
' (2) tM itock Suit be iMtiln^. by t)i1» cori^ratfoh fbir money 
or other proi)erty puntiant to a wHtten plan containing 
several limitationit and (3) the aWun^^^ 
received for the stock and eq^t^ capital of the corpora- 
tion mutt hot exce^ii makimum dollar limits. 

You shojLild be aware. also..pf thj^ possibility of electing 
subchapter 3 status (IRS 1371-1379). The purpose of 
subchapter S is to permit a **8mall business corporation** 
to elect to have its income taxed to the shareholders as if 
the corporation were a partnership. One objective is to 
overcome the double-tax feature of the present system of 



tibcatipii of corporate income. Another purik>e« is to 
pinBit the shareholders to have the ben&flt of offsetting 
bttsinesa lossei by the corporation aidinst the income of 
the shifeholdert. 

Among the qualifying requirements for electing and main* 
taining *'8ubdiapt«r S** eligibiiity are that the corporation 
hii no mor^ than id shareholBere, all of whom are 
in^i^^^^ ^sUiies: that there be no ilonreiident alien 
sharahoideii; that there be btiiy one diss of outstanding 
stociib that ail sharehoiden consiint to the election: and 
that a sp.ei^^i'pdHibn of the cotvoration*s receipts be 
deriveti i^m^fctuai busihesa activity rather than passive 
investments. No limit is placed on the size of the corpora- 
tibit*s incom^ and assets. 

If you plin to transfer property to a corporation In 
exchange for stock« you should realize that such a trans* 
fer is a taxablis traiuaction tlmless the transfer complies 
With thb provisions of IRC section 351. 



Other Considerations 

If V lur business is at present a sole proprietorship or 
partnership, you will need to secure a new taxpayer 
identification number and unemployment insurance ac- 
count. You should And out in advance whether present i 
licenses and leases will be transferable to the new corpo* ' 
rate entity. 



Copiejs of this Aid and other publications are available from SBA for a small processing fe.. Order forms 115A and itSB can bo obtained fre. from SbA* 
.PP Box 1543,4, Fort Worth. TX 76119 Aids may be condensed or reproduced Thby may not be altered to imply approval by SBA of any private organiza- 
lion, proauct or service. If material is reused, cred t to SBA will be appreciated. 
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INFORMATION SHEET 
ENT-012 

ADVANTAGES/DISADVANTAGES OF FRANCHISING 

Advantages 

1. Established business name. 

2. Management and employee training provided. 

3. Possibility of financial assistance. 

4. Proven track record of parent company. 

5. Possibility of consultation service and assistance. 

Disadvantages 

1. Limited Individual freedom. 

2. Obligation In terms of franchising fees. 

3. Possibility of suffering from poor Image of another franchise 
In the same company. 



Adapted from Hutt, Creating a New Franchise , pp. 27-30. 
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ADVANTAGES/DISADVANTAGES OF FOUR TYPES OF BUSINESS OWNERSHIP 



SOLE PROPRIETORSHIP 


PARTNERSHIP 


CORPORATION 


FRANCHISE 


Advantages: 

1. low start *-up costs 

2. owner in direct 
control 

3. a]l Drcfits to owner 

4. possible tax advan- 
tages 


Advantages: 

1. low start-up costs 

2. broader management 
base 

3. Dossiblv better ;*h1p 
to obtain additional 
capital than sole 
proprietorship 

4. possible tax advan- 
tage 

5. losses divided 


Advantages: 

1. limited liability 

2. possibly specialized 
management 

4. possible tax advan- 
tages 

" possibly easier to 
raise additional 
capital 


Advantages: 

1. established business 
name 

2. management and employee 
training provided 

3. possible financial 
assistance 

4. proven track record or 
parent company 

5. possibility of consul- 
tation service and 
assistance 


Disadvantages: 

1. unlimited liability 

2. lack of continuity 

3. difficult to roise 
additional capital 

4. all losses to owner 


Disadvantages: 

1. unlimited liability 

2. lack of continuity 

3. profits divided 

4. hard to find suit- 
able partners 

5. divided authority and 
control 


Disadvantages: 

1. closely regulated 

2. extensive record- 
keenina 

Www ft/ 1 IIU 

3. usually most expen- 
sive to start 

4. double tax \tion 


Disadvantages: 

1. limited individual 
freedo© 

fc* uu 1 lyoiuiiiiia III bt^rns 

of franchising fees 

3. possibility of suffer- 
ing from image of 
another franchise 
in the same company 
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ADVANTAGES/DISADVANTAGES OF FOUR TYPES OF BUSINESS OWNERSHIP 



SOLE PROPRIETORSHIP 



PARTNERSHIP 



CORPORATION 



Advantages: 



Advantages: 



Advantages: 



FRANCHISE 



Advantages: 



Disadvantages: 



Disadvantages: 



Disadvantages: 



Disadvantages: 
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SUGGESTED EVALUATION TECHNIQUE 
ENT-012 



TYPES OF BUSINESS OWNERSHIP 

DIRECTIONS: Read the descriptions of the types of business ownership. 
Identify each one* 

Ownership A 

1. It Is a type of business ownership easy to start. 
2> It has the advantage of more available capital. 

3. It can profit from the skills of more than one person. 

4. In Itself, this type of business Is not taxed. 

5. It is owned by two or i:H)re persons. 

Ownership A Is a t^^e of business ownership. 

Ownership B 

1. The most a person can lose Is the stock he/she has in the business. 

2. It can operate for as long as it Is profitable. 

3. Transfer of ownership Is handled through the selling of stock. 

4. It usually requires a great deal of money and time to get It started. 

5. It is owned by the stockholders In the business. 

Ownership B Is a type of business ow7.e> hip. 

Ownership C 

1. Obtaining funds for beginning the business Is sometimes difficult. 

2. The entire burden of management Is on one person. 

3. The start up tlir*^ for the business Is minimal; it begins when the first 
transaction Is completed. 

4. It Is the most popular form of stnell business owr^rship, 

5. It Is owned by only one person. 

Ownership C is a type of business ownership. 
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O wnership D 

1. Financial assistance may be available. 

2. There is limited individual freedom. 

3. You have the name of an established business. 

4. Management and employee training are provided. 

5. Consultation service and assistance may be available. 
Ownership D is a type of busiriess ownership. 



Answers: 

Ownership A - Partnership 
Ownership B - Corporation 
Ownership C - Proprietoi ship 
Ownership D - Franchise 
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Initructor's Final Checklist 



IDENTIFYING TYPES OF SMALL BUSINESS OWNERSHIP 



PefformdhCe Level: All Items must receive o rating of 
ACCOMPLISHED. If any items ore rated NOT 
ACCOMPLISHED, the student and the instructor 
wMI decide if any learning activities must be 
repeated. 





shed 
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When given descriptions of four types of business 
ownership, the student accurately Identified each 



[ ] [ ] [ ] 
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Instructor's Guide Sheet 



ENT-013 



DETERMINING PROS AND CONS OF STARTING A NEW BUSINESS AND BUYING AN EXISTING 
BUSINESS 



OBJECTIVE 

Without the use of resources, accurately list two pros and two cons for 
starting a new business and for buying an existing business. 



AHITUDE/VALUE TO BE DEVELOPED 

The student will appreciate that tiiere are both pros and cons in starting a 
new business and buying an existing business and that the choice of which to 
do should be dependent on the situation. 



TEACHING STRATEGIES 

Hav? students read materials on 
starting a new business and buying 
an existing business. 



RESOURCES 

Hutt, Creating a New Enterprise , 
pp. 24-27. 

Osgood, Business Planning Guide , 
pp. 11-12. 

Samson, et al.. Retail 
Herchandislr^g , pp. 74-75. 

Siropolis, Small Business 
Management , pp. 98-m, 124-1 39. 



Invite a panel of small business 
owners to present and di:^cuss the 
pros and cons of starting a new 
business and buying an existing 
business. 



Information Sheet, "Pros and Cons 
of Starting a New Business and 
Buying an Existing Business," 
p. 83. 



SUGGESTED EVALUATION TECHNIQUE 

Have students accurately list two pros and two ccns for starting a new 
business and for buying an existing business. 



SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITIES 

Conduct a chapter member debate on the pros and cons of starting a ne^ 
business lud buying an existing business. 



S8 

81 



Show the fllmstrlp "Roads to Entreprer^ourshlpo" Give examples of local/area 
businesspeople who bought an existing . <s1ness and started their own business. 




INFORMATION SHEET 
ENT-013 



PROS AND CONS OF STARTING A NEW BUSINESS AND BUYING 
AN EXISTING BUSINESS 

I. Starting a new business 

A. Pros 

1. Freedom to make all business decisions. 

2. Opportunity to develop business Image. 

3. Opportunity to choose business location and site. 

4. Opportunity to select physical setting. 

B. Cons 

1. No previous business record. 

2. lO customer base from which to draw. 

3. Time Intensive development phase. 

4. Difficulty In securing capital. 

5. Employees untrained. 

II. Buymg an existing business 




A. Pros 



1. Previous business record. 

2. Established customer base. 

3. Established location. 

4. Established relationships with bank and suppller(s). 

5. Trained employees. 

6. Cons 

1. May have a poor business record. 

2. May have poor customer relations. 

3. May be in poor location. 

4. May need facility and/or equipment upgrading and repair. 
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Adapted from Hutt, Creating a New Enterprise » pp. 24-27. 
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|n$trM5^r's Final Checlcllst ENT-013 



DET£RKir<Ifi§ PRpS AND CONS OF STARTING A NEW BUSINESS AND BUYING AN EXISTING 
BUSINESS 



p^rfgfmance Uevtl: AH items r(iu$t rfpelve q rating qf 
ACCQMPUISHED, \f any items ore rat^^ NOT 
ACCOMPLISHED, the student qnd the instructor 
yiiW #pid^ if any learning ci^tivities must be 
repegte^. 




The student accurately listed two pros and two 

cons for starting a new business [] [] [] 



The student accurately listed two 
pros and two cons for buying an 

existing business [] [] [] 
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Instructor's Guide Sheet 



ENT-014 



OBTAINING LICENSES AND PERMITS 



OBJECTIVE 



Given the name of a type of small business, accurately identify a minimum of 
two licenses/permits needed to begin the business. 



ATTITUDE/VALUE TO BE DEVELOPED 



The student will appreciate that business licenses and permits contribute to 
the safety aid legal operation of small business. 



TEACHING STRATEGIES 



RESOURCES 



Have students read materials 

obtaining licenses and 
permits. 



Everard and Burrow, Business 
Principles and Management , 
pp. 71-73. 



Information Sheet, "Licenses and 
Permits for Business Operations," 
p. 87. 

Kentucky Competency Based Vocational 
Education Module BK-47A, "Securing 
and Completing Forms Necessary for 
Starting a Business." 

Kentucky Department of Economic 
Developiient, "Business Information 
Clearinghouse." 

McF^.rlane, G etting Down to Business : 
Wiiat's It Ai^ About ? pp. 29-30. 



Invite officials from the local/ 
area city clerk's office and local/ 



area health department to discuss 
and show examples of the kinds of 
local/area licenses and permits 



necessary to start a business. 
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INFORMATION SHEET 
ENT-014 

LICENSES AND PERMITS FOR BUSINESS OPERATION 
Alcohol Beverage License 
Building and Occupancy Permits 
Fire Inspection Approval 
Health Permits and Plumbing Inspection 
Occupational Tax Forms 

State and Federal Worker's Permits 
Social Security Withholding 
Unemployment Tax -orms 
Worker's Compensation 




Instructor's Guide Sheet 



ENT-015 



DEVELOPINU A BUSINESS PLAN FOR SHALL BUSINESS 



OBJECTIVE 

Given an outline for developing a small business plan, develop one. 



AHITUDE/VALUE TO BE DEVELOPED 

The student will appreciate the Importance of a complete business plan to the 
success of a small business. 

TEACHING STRATEGIES RESOURCES 

Have students read materials on Hanson. Entrepreneurship; A Career 

developing a business plan for Alternative , p. 16. 

small business. 

Hutt, Creating a New Enterprise , 
p. 11. 

Kentucky Competency Based Vocational 
Education Task Assignment Sheet PA- 
PO-15. "Writing a Plan for Starting 
a Small Business." 

Nelson, et al.. Owning and 
Operating a Small Business , 
pp. 43-45. 

Osgood, Business Planning Guide , 
pp. 1-2. 

SlropoHs, Small Business 
Management , pp. 154-156. 

Small Business Administration, 
"Business Plan for Small 
Manufacturers," "Business Plan 
for Small Construction Firms," 
"Business Plan for Retailers," and 
"Business Plan for Small Service 
Firms." 

Provide students with an activity Activity Sheet, "Starting Your Own 

sheet on beginning a small business. Business," pp. 91-92. 
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Present an outline for developing 
an efi^ectlve business plan. OUcuss 
With students. 



Osgood, Business Planning Guide , 
"Suggested Outline of Business 
P:an," p. 3. 



SlropoHs, Small Business 
Management , "Suggested Steps to 
Take in Developing Your Business 
Plan," pp. 157-158. 



Invite an entrepreneur to present 
and explain his/her written business 
plan. 



SUGGESTED EVALUATION TECHNIQUE 

Provide students with an outline for a small business plan (ENT-015, 
Strategy 3). Have them choose a small business and develop a business plan 
for It. Evaluate It using the Instructor's Final Checklist. 



SUGGESTION TO STUDENT OR-^ANIZATION FOR RELATED ACTIVITY 

Sponsor a contest for the development of the most effective busliiess plan for 
a chapter/school small business. 
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ACTIVITY SHEET 
ENT-015 

STARTING YOUR OWN BUSINESS 

I. Name your business. 
II. What will >ou be doing In your business? 

III. Before you begin, there are things you may need to buy or rent. Check 
the ones for which you may need money. 

A. Place to house the new business. 

B. Special equipment. List below. 

1. 

2. 

3. 

4. 

5. 

C. Material for making the product or providing the service. 

D. Money for wages. 

E. Furniture, tools, phone, paper, pencils, and other small 

equipment. 

F. Cars, trucks, transportation. 

G. Clothes, uniforms. 

H. Other. (Specify) 

IV. How much money will you need? (The following prices are not real. They 
could be higher or lower.) 

A. If you checked A in Part III, 
write $400 in the space to the 

right. 



B. If you checked B in Part III, 
calculate $100 for each piece of 
equipment and write the total in 
the space to the right. 
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C. tf you checked C In Part III, 
write $75 In the space to the 
right. 

D. If you checked D In Part III, 
write $25Q In the space to the 
right. 

E. If you checked E In Part III, 
write $300 In the space to tht 
right. 

F. If you checked F In Part III, 
write $500 In the space to the 
right. 

6. If you checked G In Part III, . 
write $150 In the space to the 
right. 

H. If you checked H In Part III, 
write $75 In the space to the 
right. 

y. How much money will It take to begin 
business? (total A through H) Write 
the amount In the space to the right. 

VI. How much money do you have now? 

Write the amount In the space to the 
right. 

VII. How much money do you need to begin 
your business? (Subtract the amount 
In Part VI from the amount In Part V). 
Write the amount In the space to the 
right. 

VIII. Where can you get the money that you need? 



IX. Where can you get advice about obtaining the money that you need to 
begin your business? 



Adapted from Hiatt, Introduction to Entrepreneurship , pp. 193-194. 




Instructor's Final Check! ist 



ENT-015 



DEVELOPING A BUSINESS PLAN FOR SMALL BUSINESS 



Performance Leveh All items most receive a rating of 
ACCOMPLISHED. If any items are rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide if any learning activities must be 
repeated. 



I 



When developing a small business plan, the student 
Included: 

a. Name of business [] [] [] 

b. Statement of purpose(s) [] [] [] 

c. Business description Including location and 

market [ ] [ ] [ ] 

d. Financial data including sources of funding, 

equipment list, and projected income [] [] [] 



fERIC 
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Instructor's Guide Sheet 



ENT-016 



SELECTING A LOCATION 



OBJECTIVE 

Without the use of resources, list four criteria for selecting a small 
business location. 

AHITUDE/VALUE TO BE DEVELOPED 

The student will appreciate hovf the selection of a business location affects 
business success. 



TEACHING STRATEGIES 
Objective 1 

Have students read materials 
on selecting a small business 
location. 



RESOURCES 



Hutt. Creating a New Enterprise , 
pp. 85-88. 

Information Sheets, "Factors in 
Considering a Shopping Center 
Location." pp. 97-100; "Store 
Location: 'Little Things' Mean 
a Lot." pp. 101-104; "Using a 
Traffic Study to Select a Retail 
Site." pp. 105-110." 

McFarlane. Getting Down to 
Business; What's It All About? 
pp. 23-25. 

Nelson, et al.. Owti ing and 




Osgood. Business Planning Guide , 
pp. 19-2^^ 

Samson, et al.. Retail 
Merchandising , pp. 82-92. 

Siropolis. Small Business 
Management , pp. 218-228. 

Small Business Administration. 
"Locating or Relocating Your 
Business." 
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Have each student list five small 
businesses and discuss the 
advantages/disadvantages of the 
location of each. 

Invite a business person who has 
recently changed business locations 
to discufs why the business was 
moved. 

Lead students In developing a list Hutt, Creating a New Enterprise , 

of criteria for determining p. 88. 

appropriate locations for small 
businesses. 



SUGGESTED EVALUATION TECHNIQUE 

Have students accurately list four criteria for selecting a small business 
location. 

SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Ask the local/area city/county planner to display and explain a map of the 
local /county zones for small business. 
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Consideiiiig A 
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ULI-the Urban Land Institute 
Washington, D.C. 
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Where you locate your store it one of your most important 
decisionn Thia fact is true whether you are opening a new 
store, starting a second outlet, or renewing your present 
leuo. The problem is to find the right location for the right 
undertaking because a location can make or break a busi* 
ness. 

Different stores have different locational requirements* 
You would not put a toy store in a retirement village or start 
a garden supply store in a rental apartment house district. 
The customers you serve, the things they buy, the way they 
reach your store, the adjacent stora, and the neighborhood 
all bear upon the location. These factors must be related to 
the types and diaracteristics of shopping centers when you 
are considering a shopping center as a site. 

Shopping C«iitef Chancteristict 

Shopping centers are distinctly different from the other two 
major location»-^that is. downtown and local business 
strips. The shopping center building is pre*planned as a 
merdiandising unit for interplay among tenants. Its site is 
deliberately selected by the developer for easy access to 
pull customers from a trade area. It hu on-site parking u a 
common feature of the layout The amount of parking space 
is directly related to the retail area. 



such, you must piy your pro rata share of the budget for the 
team effort You must keep store hours, light your win* 
dows, and place your signs within estabUihed rules. 



What Ara Your ChancM? 

Whether or not a small retailor can got into a particular 
shopping center depends 00 the market and management. 
A small shopping canter may need only one diildren's shoe 
store, for example, white a regional center may expect 
enough business for several. The management aspect is 
simple to states Oovelopers and owners of shopping centers 
look for successful retailers* 

In finding tenants whoeo lino of goods will meet the needs 
of the desired market, the developer-owner first signs on a 
prestige merchant as the lead tenant Then, the developer 
selects other types of stores that will complement each 
other. In thia way. a **tenant mix** offers a varied array of 
merchandise. Thui. the center's competitive strength is 
bolstered against other centers as well as supplying the 
market area's needs. 

To finance a center, the developer needs major leues from 
companies with strong credit ratings* The developer's own 
lenders favor tenant rosters that include the triple-A ratings* 
of national chains. However, local merdiants with good 
business records and proven understanding of the local 
markets have a good chance of being considered by a shop- 
ping center developer. 

But even so. a small independent retailer can sometimes 
play **hard to get** When moat spaces are filled, the 
developer may need you to help fill the rest of them. 

if you are considering a shopping center for a first-store 
venture you may have trouble Your financial backing and 
merchandising experience may be unproved to the owner- 
developer. Your problem is to convince the developtir that 
the new store has a reasonable chance of success and will 
help the "tenant mix** 



Customers like the shopping center*s convenience. They 
drive in. park, and walk to their destination in relative 
safety and speed. Some shopping centers also provide 
weather protection and most provide an atmosphere cre- 
ated for shopping comfort. For the customer, the shopping 
center has great appeal 

For the merchant making a decision whether or not to focate 
in a shopping center, these **plus** characteristics must be 
'-^Sf ^ *n »he )imitatk)ns placed upon you as a tenant In a 
^ .'Oidr, a tenant is partofa merchant team. As 
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Whtt Can the Center Do for You? 

Suppose that the owner-developer of a shopping center 
uks you to be a tenant In considering the offer, you would 
need to make sure of what you can do in the center. What 
rules will there be on your operstwn? In exchange for the 
rules, what will the center do for you? 

Even more important, you must consider the trade area the 
location of your competition, and the location of your soa' 
jn the center. These factors help to determine how morh 

104 



buflinm you can exp«ct to do in the center. 

Itt a NiitWwliM*Wtn|ipli Cmtm. the leading tenant ie a 
supermnrketpr druf store. The typical leasable space is 
50.000 square; feet but may range from 3a000 to 100.000 
square feet. The typical site area is from 3 to 10 acres. The 
minimum trade population is 2. SOO to 40.000. 

la a CoMMoity Sliopy to t Ceat«r. the leading tenant is a 
variety/ junior department store or discount department 
store. The typical leuable space is 150.000 square feet but 
may range horn 100.000 to 300.000 square feet. The typical 
site area is 10 to 30 acres. The minimum trade population is 
40.000 to 150.000. 

la a KefiOBal Shoppiag Cealer. the leading tenant is one or 
more fulMine department stores. The typical leasable space 
is 400.000 square feet with a range from 300.000 to more 
than 1.000.000 square feet. The typical site area is 30 to 50 
acres. The minimum trade population is 150.000 or more. 
When the regional center exceeds 750.000 square feet and 
includes three or more department storei it becomes a 
SUPER^REGIONAL CENTER. 

The Center^a Locatioa. In examining the center's location, 
look for answers to questions such as these: 

Can you hold old customers and attract new ones? 

Would the center offer the best sales volume potential for 
your kind of merchandise? 

Can you benefit enough from the center's access to a 
matket? If so. can you produce the appeal that will make the 
center's customers come to your store? 

Can you deal with your logical competition? 

To help answer such questions, you need to check out: (1) 
the trade area and its growth prospects: (2) the general in* 
come level in the trade area: (3) the number of households: 
^nd (4) the share of various age groups in the population. If 
your line is clothes for young women, for example, you 
would not want to locate in a center whose market area 
contains a high percentage of retired persons. 

Make your own analysis of the market which the developer 
expects to reach. In this respect, money for professional 
help is well spent, especially when the research indicates 
that tbe center is not right for your type of operation. 

Your Space« Determine where your space will be Your 
Lwuiion in the center is important. Do you need to be in the 
main flow of customers as they pass between the stores 
with the greatest customer pull? Who will be your 



neighbors? What will be their effect on your sales? 

How much space is also important. Using your experience, 
you can determine the amount of space you will needi^to 
handle the sales volume you expect to have in the shopping 
center. And. of course, the amount of space will determine 
your rent. Many merchants need to rethink their space re- 
quirements when locating in a shoppir^* center. Rents are 
typically much higher and. therefore, space must be used 
very efflciently. 

"Total Rent * In most non*shopping center locations 
rent is a fixed amount which has no relationship to sales 
volume. In shopping centers the "rent** is usually stated as a 
minimum guaranteed rent per square foot of leased ai ea 
against a percentage. Typically, while this is between 5 and 
7 percent of gross sales, it varies by type of business and 
other factors. This means thai if the rents as calculated by 
the percentage of sales is higher than the guaranteed rent, 
the higher amount is the rent. If it is tower than the guaran* 
teed rent then the guaranteed rent is the amount paid. 

But this guarantee is not the end. In addition, you may have 
to pay dues to the center*s merchant association. You may 
have to pay for maintenance of common areas. Consider 
your rent then, in terms of **totalrent.** If. and when, this 
**total rent** is more than your present rent, your space in 
the center, of course, will have to draw sales enough to 
justify the added cost. 

FINISHING OUT. Generally, (he owner furnishes the bare 
space. You do the **f inishing out** at your own expense. In 
completing your store to suite your needi you pay for light 
fixtures. counters, shelves, painting, floor coverings. In ad* 
dition. you may have to install your own heating and cool* 
ing units. (Your lease should be long enough to pay out your 
"finishing out* expense.) 

An innovation is the "tenant allowance." By this system, 
landloards provide a cost allowance towards completion of 
space. It is for store fronts, ceiling treatment, and wall 
coverings. The allowance is a percentage of their cost and is 
spelled out in a dollar amount in the lease. 

Some developers help tenants plan store fronts, exterior 
signs, and interior color schemes. They provide this ser* 
vice to insure store fronts that add to the center's image 
rather than subtracting from it. 

Types of Shopping Centers 

Because each planned shopping center is built around a ma- 
jor tenant centers are classed, in part, according to this 
leading tenant. According to tenant makei* p and size, there 
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CoouMSllir* yu\^,y, junior department stores, or dis- 
count department stores lead in the next bigger type - the 
community center. Here, you find room also for more 
specialty shops, need for wider price tinges, for greater 
style assortmenti and for more impuUe*saIe items. In re- 
cent years the oommunity center has also blsen designed 
around the home improvement department store which 
combine hardware, lumber* electrical, plumbing, flooring, 
building materials, garden supplier and a variety of other 
goods under one roof. The shops that are grouped around 
this type of anchor tend to be similar in character and may 
;nclude custom kitchen and bath shops, upholstery, bed* 
ding, drapery, and other such shops. While this type of * 
center tends to meet the Community Shopping Center 
definition as to floor area and site size, its market may be 
more like a regional center. 

RegioaaL The department store, with its prestige, is the 
leader in the regional center • the largest type of ^chopping 
center. When you find that a second or third d ment 
stor* is also locating in such a center, you will ^ the site 
has been selected to draw from th^ «videst possible market 
area. Super*Regional centers have been developed with as 
many as 5 department stores. You will find. too. that the 
smaller tenants are picked to offer a range of goods and ser- 
vices approaching the appr»«l once found only downtown. 



The lateet development in regional shopping cectets ia the 
enclosed mail This type of center is uesigned to shut out the 
weather ancC to serve a larger trade area than other regional 
centers. Customers enjoy the open store fronti. the Asy 
entrance, and the '*all*weather** shopping. Tenanta enjoy 
more center*wide promotions because of weather control 

An enclosed air-conditioned mall enables you to merchan- 
dise the full width of your store. The whole store becomes a 
display aree. eliminating window backing and expensive 
displaysettinge. You can rely on sliding doors or an over- 
head open drop grill for locking up the store. 

If you are considering a mail you should weigh the benefits 
against costs. At thd outset, it may be difficult to meuure 
savings, such as the elimination of store fronts, against 
costs, for example the oost for heating and air-conditioning 
in the enclosed malL 

SpedelUr Tkr ^e Sbopptof Cenlsft. In addition 
to the three r .jor categories of shopping centers newlypes 
of centers are evolving that have been called specialty or 
theme centers. In general these centers do not have a major 
ancttor tenant. There is a greater percentage of restauranU 
and specialty food stores, the other stores tend to be highly 
specialized with more imported goods, custom crafted 
goods, designer clothes etc Also a greater number of the 
merdiants are independents. Unusual and interesting 
architectural design is a normal characteristic and fre- 
quently a tourist market rather than a resident market ex- 
ists. 
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Th» flnt stap in choosing a ntail businaat location 
takM placf in your hjwd. Bafbra you do anything Aw. 
dafina your type of buaineM.in tha brbadaat terms and 
deternwnii j^Jlong teraobi^^ tjfjem down. 

TWa.wrcUe.wiU.help you greatly later in choosing a 
retail location. 

f.n picldnj| a Jitwi site, many store owners.believe that 
it:s enough tq3learn ab<^ut thaj derao|»phics ("'peKiple in- 
foHMtion" ia» age, income^ etc.) of the 

pppulaUpiu ifcut the kind of cqmi^tition'they'il be fac- 
ing, and abouttrainc pattWns M they're con- 

sidering. Beyond a doubt these factors are basic to all 
retail location analysis. 

Once you've spotted a tentative location using these fac- 
tors, however. youVa only done half the job. Before you 
make a commitment to moving in and setting up. you 
must carefully check several moire aspects of the loca- 
tion to help insure your satisfaction with-and most im^ 
pprtantly your success at~the site you've chosen. 

Retail Compatibility 

How important is retail compaUbUity?. For a smaU retail 
stor?4nia first yaar of operation, with limited fiihds for 
advertising and;pr6moting, reUU compettbUfty cm be 
the npet Inportut tk^Dr in the surVival bf the store. 

WiUybu be loc^^^^^ butinwsef that wUl generate 
traffic for;your stow? pr wUj you be located near 
bMinesftt^^ 

Eqr;e»mpta^^^^^ offer ••shoppfra gooda" (items such 
as -rnen's a^^^ 

ynfiyf;}fy^^^ bej^ Iccjrtibn^^ stores 



shppper's goods store in a "convenience goods'* area or 
center it not recommended. (Conviencu goods storeji in* 
dude, embung other, supermarkets, hardware stores, 
bekeriee, peckage stores, and drug stores.) 

Take a look at shopping centers in your area. Invariably, 
you'll And a clothing or shoe stow in trouble - in an 
otherwise convience goods shopping center. 

Qn the other hand, with the adyeht of the "super" mall 
^nd regional shopping center, shoppers goods and con- 
veniencf goods outlets may now be found coexisting 
eaidly u^ier th^ In this situation, it U still 

importiu^ to be located jih a Mction of the shopping 
complex tU^ is conducive U> wbkt you'n^ seiiihg. For 
exarn^ a store shc^ not be located immediately 
adfacent to a restaurut, drM step, or salon. You 
would want to locate a gift shop near places like depart- 
nient stores, theaters, restaurantSe ^ in short, any place 
where lines of patrons itnay form; giving potential 
ciistomers several minutes to look in the gift shop's 
display windows. 



Merchants' Associations 

Most first time bustiiMS owners have no idea how effec- 
tive a strong merchant's mociaU can be in pro- 
moting and maintahUng.the busin a given area. 
Always find out about the merchant's association* The 
presence of an efftKtiye merchants' association c^n 
strengthen ypur.busihess and save you money through 
group adyertisihg prograths, group insurancV plans, and 
collective security measures. 

A strong merchants association can accomplish through 
group strength what an individual stow owner couldn't 
even dreani of. Some associations have induced city 
planners to add highway exits near their shopping 
center. Other. have;lqbbied 

from cities to rembdei their shopping centers, including 
extension of parking lots, refacing of buildings, and in- 
stallation of better lighting. 

Msrchants' associations can be particulary effective in 
promoting ofstoresusing com themes or eVehts 
and during hbliciay season^^ The collective draw irom 
th^se promotions is usua^^^ several, times that which a 
single retailer could haVsi mustered. 

How can ybu determine itthe r^^ location you're con- 
sidering his the benefitbt offl^ctive^ merchants' 
astociatipn? Ask jother store owners in the area. Find 

put 

Hp w many members the association has: 



Who the officers are; 
How often the group meets: 
What the yearly dues are: and 

What specifically, it haa accomplished in the last 12 
months. 

Ask to a copy of the last meeting minutes. Deter- 
mine what percentage of the members were in atten* 
dance. 

What. if there is no merchants' association? Generally 
(though not always) a shopping area or center with no 
merchants* association, or an ineffective one. is on the 
decline. You'll probably see extensive litter or debris in 
the area.vvacant stores, a parking lot in heed of repair, 
and similar symptoms. You should shun locations with 
these warning signs. With a little on-site investigation, 
they're easy to avoid. 

Responsiveness of the Landlord 

Ofrectly related to the appearance of a retail location is 
the responsiveness of the landlord to the individual mer* 
chant's needs. Unfortunately, some landlords of retail 
business properties actually hinder the operation of 
their tenants' businesses. They are often, in fact, respon- 
sible for the demise of their properties. 

By restricting the placement and size of signs, by 
foregoing or ignoring needed maintenance and repairs, 
by renting adjacent retail spaces to incompatible — or 
worse, directly competing — businesses, landlords may 
cripple a retailer's attempts to increase business. 

Sometimes landlords lack the funds to maintain their 
properties. Rather than continuing to ''invest'* in their 
holdings by maintaining a proper appearance for their 
buildings and supporting their tenants, they try to 
"squeeze" the property for whatever they can get. 

To find out if a landlord is responsive to the needs of 
the retail tentants talk to the tenants before you commit 
to moving in yourself. Ask them: 1) Does the landlord 
return calls in a reasonable period and send service peo- 
ple quickly? 2) Is it necessary to nag the landlord just to 
get routine maintenance taken care of? 3) Does the 
landlord just collect the rent and disappear, or is he or 
she sympathetic to the needs of the tentants? 4) Does the 
landlord have any policies that hamper marketing in- 
novations? 

In addition to speaking with current tenants, talk to 
previous tenants of the location you have in mind. 
Youjll.pXobably come up with a lot of helpful informa- 
tion» Find;out what businesses they were in and why 



they left. Did they fail or just move? What support or 
hinderances did the landlord provide? If the opportunity 
presented itself, would they be retail tenants of this 
landlord again? 



Zoning and Planning 

Your town's zoning commission will be happy to pro- 
vide you with the latest "mapping" of the retail location 
and surrounding ares that you are considering. Here are 
some questions to consider 

Are there restrictions that will limit or hamper your 
operations? 

Will construction or changes in city traffic or new 
highways present barriers to your store? 

Will any competitive advantages you currently find at 
the location you're considering be diminished by zoning, 
changes that will be advantageous for competitors or 
even allow new competitors to enter your trade area? 

Most zoning boards, along with economic/regional 
development committees, plan several years in advance. 
They can probably provide you with valuable insights to 
help you decide among tentative retail locations. 



Leases 

Directly related to zoning is your intended length of stay 
and your lease agreement. Before you enter into any 
rigid lease agreement, you must get information on 
future zoning plans and decide how long you wish to re- 
main at the location under consideration: 

Oo you plan to operate the business in your first loca- 
tion indefinitely or have you set a given number of years 
as a limit? 

If your business is successful, will you be able to ex- 
pand at this location? 

Is your lease Oexible. so that you have an option to 
renew after a specified number of years? (On the other 
hand, is the lease of limited duration so. if need be. you 
may seek another location?) 

Study the proposed lease agreement carefully. Get ad^ 
vice from your lawyer or other experts. Does the agree- 
ment: 

Peg rent to sales volume (with a definite ceiling) or is 
t m merely fixed? 



Protect yoU as well ts the property owner? 

Put in writing the promises the property owner his 
mede about repairs, construction and reconstruction, 
decorating, aiteratiottt and maintenance? 

»..ontain prohibitions against subleasing? 

Consider these factors be/ore you settle on a location. 



Other Gonsiderations 

A host of other considerations have varying importance 
m choosing a retail location, depending on your line of 
business. The following questions, while they certainly 
don't exhaust all possibilities, may help you decide on a 
"etail location: 

How much retail, office, storage or workroom spac-^ do 
you need? 

Is parking space available and adequate? 

Do you require special lighting, heating or cooling, or 
other installations? 

Will your advertising expisnses be much higher if you 
':hoose a relatively remote location? 

Is the area served by public transportation? 

Can the area serve as & source of supply of employees? 

s there adequ&te fire and police protection? 

'Vill sanitation or utility supply be a problem? 

Is exterior lighting in the area adequate to attract even- 
ing shoppers and make them feel safe? 



Is the location convenient to where you live? 

Do the people you want for customers live nearby? 

Is the population density of the area sufficient? 



Help in Choosing a Location 

Choosing a retail location is, at best, a risky undertak- 
ing. Conside.ring the consequences of choosing a loca- 
tion that proves to be unsuitable, it pays to get as much 
assistance as possible. 

The local chamber of commerce in a city of more than 
125,000 usually has a division devoted primarily to 
assisting budding owner-managers in finding suitable 
locations for their businesses. This is a free service that 
suprisingly few people take advantage of. 

The U.S. Small Business Administration (SBA) has field 
offices located throughout the country. SBA Held offices 
can provide free counseling assistance, literature, and 
information to help you select a retail site. (See your 
local directory under "U.S. Government. ") 

You may wish to hire a consultant to analyze two or 
three locations that you have selected. It costs less if 
you provide the consultant with {Preselected potential 
locations than to have him or her initate an open-ended 
search for a location. The business school of a nearby 
college or university may also be able to provide help. 

Other sources of information on potential locations in- 
clude bankers and lawyers, who may have been in posi- 
tion to have observed over an extended period of time 
many locations where other chents previously did 
business. Realtors can also provide information on loca- 
tion. Remember though, their compensation is based 
upon commissions for renting property. 



ce customer restroom facilities available? 

the store easily accessible? 

^oes the store have awnings or decks to provide shelter 
ring bad weather? 



Will 



crime insurance be prohibitively expensive? 



Do you plan to provide pick up or delivery? 

Is%e trade area heavily dependent on seasonal 
business? 



Locate in Haste, Repent at Leisure 

Selection of a retail location requires time and careful 
consideration. It should not be done in haste just to 
coincide, say. with a loan approval If you haven't 
found a suitable location, don't plan to open until you're 
sure you've got what you want. Put your plans on hold, 
don't just settle for a location you hope might work out. 
A few months delay is only a minor setback compared 
to the massive— often fatal— problems that occur from 
operating a retail business in a poor location. 



7Die$ of this Aid and other pubiit alions Are available from .SBA for a small processinj? fee Order forms USA and 115R can be oblamed frw trom >ti^ 
9n)f FWrt Worth T\ TbllQ Aid»ma\ be condensed or reproduced The\ mav not beaiiered lo impK apprmal bv JjBA of an\ privat^^or^ianizd 
' Prbduci or ser\'ice. If material is reused, credit to .SBA will be appreciated 
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Imirairtar.ct of a Good, Locadon 

Oftan an owxtar-manafar, for ^tevar raatoiu is facad 
with ranawifif tba laaaa or dunaiog & naw or parhapa 
an additional Uta for tha boainata. At thia crucial tima 
tha ownar ahoiild considar the Talua of a traffic count 
to ba sura tha liaw location can draw customars into 
tha store. 

In tha csbtral businass district lane valuas 'xod twciM 
are oftan basad on traffic counts. Tha sita in tha cautral 
btisin^ district that p r b du owi tha hi|hact traffic count 
with regard to tha type of traffic daairad by a pcrticu- 
lar store is coitt::'fred its 100 percent location. How- 
aver, a 100 pa "cent lociition for onis type of store v^y 
not ba 100 percent for other typea. For example, a sita 
which rates 100 percent for a drugstore may ba only 80 
percent for a men's clothing shop or 60 percent for an 
appliance store. 

In recent years, for most lines of trade, the average 
store site has increased This, of course, meana greater 
financial outlay for a good location plua greater inveat- 
ment in inventory, fixtures, and paraonnaL Did you 
Know thatl firms which conduct location researdi gener* 
ally eliminate about four out of every five locations 
studied? 



Factors to bo Contidored 

Three factors coniroitt you as an ownarHooanagar in 
choosing locslion: selection of a dty: choice of an 
area or type of location within a dty: and identification 
of a specific site. 

If you si^ going to ralocote in ant. her dty, naturally 
you donsidir the fc^owint factors: 



Sisa of tha dty*s firading area. 
Population and population trends in tha trading area. 
Total purchaaing power and tha distribution of tha 
purchasing power. 

Total retail trade potential for different lines of trade. 
Number, sisa, and quality of competition. 
Progreaslvenass of competiti<nL 

In chooaing an area or type of location within a dty you 
avaluato fact(m such aa: 

Custootor attraction power of tha particular store and 
the shopping district 

Quantitative and qualitative nature of competitive 
stores. 

Availability of accaca routes to the stores. 
Nature of zoning regulations. 
Directioo of the area expansion. 
General appearance of the area. 



Pinpalnting tha specie site is particularly important In 
central and %9C(mdi^y businaea districts, small stores 
depend rxpaa the traffic creatri by large stores. Large 
stores in turn depend on attracting customers from tha 
existing flow of traffic. (However, where sales depend 
on nearby residents, selecting tha trading area is more 
important than picking the specific sita.) Obviously, you 
want to know about the following factors whan choosing 
a specific site: 

Adequacy and potential of traffic passing the site. 
Ability of the site to intercept traffic en route frou one 
place to another. 

Complementary nature of the adjacent stores. 
Adequacy of parking. 

Vulnerability of the site to unfriendly competition. 
Cost of the site. 



How to MalEe a Traffic Count 

First of all. be sure you need a traffic count Although 
knowledge of the voliuna and character of passing traf* 
fic is always useful, in certain cases a traffic survey 
may not really make any difference. Other selection 
factOra involved may ba ao significant that the outcome 
of a traffic study will have relatively little bearing on 
your decision. When the other selection factors, such as 
parking, operating coats, or location of competitors, 
bacoma laaa important and data on traffic flow becomes 
dominant than a w nt ia indicated. Once you have 
datorminad that you r^ Jiy need a traffic count ^hn 
general objective is to count tha passing traffic--*both 
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pedittrias tad vrisicoiaf «-that would coostitatii pch 
tantial cuttOBMrt wiio would probably bo attractod into 
your typo €i itora To ovahiato tho traffic avaUal^ to 
cumptitori, yoit may datiro to cooduct traffic oousta at 
thair sitaa* tea 

Data from a traffic count should not only ahow how 
many pacvia paaa by but ganaraily indlcata what Idnda 
of paopia thay ara. Analytia of tba charactoriatlca of tha 
paatint traffic of tan ravaala pattama and va?iatiana not 
readily apparant frus casual obaanration. 

For countins purpoaaa* tha passing traffic is dividad 
into diffarant classifications according to tha charac- 
taristica of tha custooara who would patroniza your 
typo of bu ain aaa, Wharaas a drugstora is intaraatad in 
tha total vduna of pasaing traffic, a man's clothing 
stora is obviously mora concomad with tha amount of 
mala traffic^ aspadally man batwaan tha agaa of sixtaan 
and sixty^fiva. 



It is also important to classify pacsing traffic by its 
reasons for paasing. A woman on the way to a beauty 
salon ii probably a poor prospect for a paint stora, but 
she may be a good prospect for a drugstore. The hours 
at whidi individtiala go by are often an indication of 
their purpose In tha early morning hours people are 
generally on their way to work* In the late afternoon 
these same people are usually going home from work. 
Whun one chain organization estimates the number of 
potential women customers, it considers woman passing 
a site between 10 a ^ and 5 p.m« to be the serioua 
shoppers. 

Evaluation of tha financial bracket of passersby is also 
significant Out of 100 women passing a prospective 
location for an exduiive dress shop, only tan may 
appear to have the income to patroniza the shop. Of 
course, tha greater your experience in a particular 
retail trade, tha more accurately you can eatimate the 
number of your potential customers. To determine what 
proportion of tha passing traffic representa your poten* 
tial shoppers, some of the pedestrians should be inter- 
viewed about the origin of their trip, their destination, 
and the stores in which they plan to shop. This sort of 
information can provide you with a better estimate of 
the number of potential customers. 

In summary, tha qualitative Information gathered about 
tho passing traffic should include counting the individ- 
uals who seam to poasess the characterUtica appropri- 
ata to the desired cUentele, judging their reasona for 
using that mita, and calculating thair ability to buy 



PedattriaA TniOc Conat 

In making a padaatrlaa count you muat daddae who is to 
be oountad; wbm tha count should take place; and 
whm tha count ahouU ba madau In considering who ia 
to ba counted* datanaiaa tudiat typee of people shoukl ba 
fnchidad. For Mampte tha study oi^ count all man 
praaumad to ba batwaao sixteen and aixty»fiva. Tha dl- 
rectiooa ahoold ba coeqiiataly dear aa to tha individuala 
to ba counted eo tha countera will ba consistattt and tha 
total fignra will reflect tha traffic flow. 

As previously indicated, it is fraquently desirable to 
divida tha padaetrian traffic into dassee. Quite often 
saparata counta of man and woman and certain age 
catagoriee ara wanted A trial run will indicate if there 
ara any difflcultlea in identifying thoaa to ba counted or 
in pladng thaos into varioua gronpinga. 

You naxi detarmina tha qiacific placa where tha count 
is to ba taken* You dadda wfaafliar all the traffic near 
tha site should be counted or only tha traffic passing 
directly in f:ont of tha sita. Ramambar that if all tha 
pedestrians passing through an area are counted, there 
is the poesibility of double counting. Since a person 
must both enter and leave an area, it is important that 
each person be counted only onca-*aither when enter* 
ing or when leaving. Therefore, it is essential that the 
counter consistently counta at the same location. 

When the count should be taken is influenced by the 
season, month, week, day, and hour. For example, 
during the summer season thera is generally an in- 
creased flow of traffic on the shady side of the street 
During a holiday period such aa the month before 
Christmas or the week before Easter, traffic is denser 
thanit is regularly. The patronage of a store varies by 
day of the week, too. Store traffic usually increased 
during the latter part of a week. In some communities, 
on factory paydays and days when sodal security 
checks are received, certain locations experience 
heavier than normal traffic. 

Tlia day of the week and the time of day should rep- 
resent a nonnal period for traffic flow. Pedestrian flow 
accelerates around noon as office workers go out for 
lunch. Generally mora customers anter a downtown 
stora between 10 a.m. and noon and between 1 p.m. and 
3 p.m. than at any other time. Local custom or other 
factors, however, may cause a variation in these ax* 
pected traffic patterns. 

After you choose the day that has normal traffic flow, 
the day should be divided into half-hour and hourly 
intervahi. Traffic should ba countad and racordad for 
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Mch balMioor ptriod of t ttort't coatmory optratixit 
boiirt. It it ii aot f tttibto to coimt Um tniflc for Mcb 
half4io«ir inttnral tho traffic flow can bo samplodL 
Traffic in njuottntitif half^iour poriodi in tho 
motniafr nooo. o fta mooc and tvaninf can bo countod 



EitiiBato ol sum Sates 

Data frofli a podoatriaa traffic forvoy can givo yoo 
inforr^tiott on wbathor or not tho aito would eanorato a 
profitafala voluaao for your atoro, A retailor with aomo 
paat oxporionco in tho aamo morchasdiao lino for which 
a atoro ia plaiuiod can oaako a roaaonablo aatinato of 
aalao voiumo if tho foltowing inlomation ia avoHablo (in 
lieu of paat poraooal oxporionco, tho trado aaa^ddation 
for your typo of buainooa may bo of hrip): 

Cbaractariatlca of individual who aro moat likoly to b^ 
atoro cuatomora (from podoatrian intenriowa). 
Nmbor of auch individuala paaainc tho aito during 
atoro houra (froaa traffic counta). 
Proportion of paaaoraby who will enter tho atoro (from 
podoatrian interviowa). 

Proportion of tboao entering who will become 
ptirchaaera (from podoatrian interviews)* 
Amount of the average tranaaction (from paat 
experience, trade asaociationa. and trade publicationa). 

One retailer dividea the people who paaa a given site 
into three categories: those who enter a store: thoae 
who, after looking at the windows, may become cue- 
tomers: and those who pass without entering or looking. 
Owing to prior experience, thia retailer ia able to 
estimate from the percentage falling into each classifi* 
cation not only the number who will make purchases 
but also how much the average purchase will be. If. out 
of 1.000 passersby each day, five percent enter (fifty) 
and each spends an average of $8 ($400), a store at 
that site which operates 300 daya a year will have an 
annual salea volume of $120,000. 



Types of Consumer Goods 

Another factor that affecta site selection is the cus- 
tomers* view of the goods sold by a store. Consumers 
tend to group products into three major categories: con- 
venience, ahopping. and specialty. 

CoavoaleBco usually meaoa low unit price, purchased 
Irequently, UtUe aelling effort bought by habit and sold 
in nuioeroua outleta. Examplea: candy bars, cigarettea* 

and^milL 



Sheppiag usually moana high unit price, purchaaod ia- 
frocpusBtly. mora intenaivo aelling effort usually 
quired on the part of the store owner, price and fee* 
turea compared and aold in aelectivaly f ranchiaed out* 
lota* Exanqdea: men's suits, automobilea. and furniture^ 

Specially usually moana high unit price although price 
is nc^ a purchase conaideraticn. bought infrequendy. re* 
q;Urea a apodal effort on the part of the cuatomer to 
maka tho purchaae, no aubatttutea conaidered. and sold 
in ixdu^vely f ranchiaed outleta. Examplea: predous 
jewelry, expensive perfume, fine furs, and so on, of 
specific brands or came labels. 

For store handling oosvoaieaco gooda, the quantity of 
iMoatrian traffic ia moat important The comer of an 
intersection which offera two distinct traffic streams 
and a large window display area is usually a better site 
than tho middle of a Mock Downtown convenience 
goods stores, such as low-priced, ready-to-wear stores 
and dnigatoroa, have a limited ability to generate th^ir 
own traffic Therefore they muat be situated in or near 
their 100 percent block. In merchandising convenience 
goods, it is easier to build the store within the traffic 
than the traffic within the atoro. Convenience goods are 
often purchased -on impulse in eaaily accessible stores. 

For stores handling shopping goods* the quality of the 
traffic is more important While convenience goods are 
purchased by nearly everyone, certain kinda of shop- 
ping goods are purchaaod by only certain segments of 
shoppers. Moreover, it is sometimes the character of 
the retail oatablishment rather than its type of goods 
that governs the selection of a site. For example, a con* 
ventional men*a wear store should be in a downtown 
location doae to a traffic generator like a department 
store. On the other hand, a discouiit store handling 
menawear would prefer an accessible highway location. 
Stores that generate their own traffic through extensive 
promotional effort can locate away from the 100 per- 
cent location. 

In many cases, buyers of shopping goods like to 
compare the items in severAl stores by traveling only a 
minimum diatance. As a result stores offering 
complementary items tend to locate close to one 
another. An excellent site for a shopping goods store is 
next to a department store or between two large 
department stores where traffic flows between them. 
Another good site is one between a major parking area 
and a department store. 

Spodahy gooda are often sought by consumers who are 
alresdy "soW on the product, brand, or both. Stores 
catering to thia type of consumer may use isolated 
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locMticmt becauM they generate their own coniumer 

traffic. 

Storee carryinf specialty goods that are complemeotary 
to certain other kinds of ihopfdng goods may desire to 
locate close to the shopping goods stores* In general* 
the specialty goods retailer should locate in the type of 
neighborhood where the adjacent storee and other 
establishments are compatible vrith his or her 
operation* 

Automobile Traffic Count 

A growing munber of retail firms depend on drive>in 
traffic for their sales* Both the quantity and quality of 
automotive traffic can be analyzed in the same way as 
pedestrian traffic* For the major streets in urban areas, 
either the dty engineer, the planning commission* the 
State highway dopartment or an outdoor advertising 
company may be able to provide you with data on 
traffic Hows* However, you may need to modify this 
information to suit your special needs. For example, you 
should supplement data relating to total count of 
vehicles passing the site with actual observation in 
order to evaluate such influences on traffic as 
commercial vehicles, changing of shifts at nearby 
factories, through highway traffic, and increased flow 
caused by special events or activities. 



Types of Trips 

Automobile traffic may be classified according to the 
reason for the trip* There are the work tnp. the 
shcpping trip, and the pleasure trip. Knowledge of the 
tvye of trip can assist yea in making the correct site 
decision* Careful observtition of the character of the 
traffic and even a few short interviev;^ '>ith drivers 
who are stopped for a traftx signal v/ill reveal the 
nature of their trips* 

Different types of retailers seek different locations 
although tJiey are serving the same type of customer. 
For example, to serve a work trip customer, a 
drycieaner and a convenience foodstore usually desire 
to be located on different sides of the street* The 
drycieaner wants to locate on I' e going-to^work side of 
the street while the convenience foodstore wants to be 
on the going-home side. 

A good location for a retailer seeking the customer on a 
planned shopping trip is along the right*hand side of the 
main street leading into a shopping district and adja- 
cent to other streets carrying traffic into, out of. or 



across town. Thr beginning or endof a row of storee 
rather than acroes the street from Ibo storee is prefer^ 
able. Noting oo which side the older, established atoree 
are located providee a due to the beet side of the 
street But check it out to be sure thct the salee in theee 
storee are rising rather than riecHning. 

In smaller coausunitiee, where the major streets lead to 
and from thi» downtown area, the traffic pattern can be 
rea(Uly identified. In larger dtieet where there are sub> 
urban shopping center locatione, the traffic moves in 
many different directions.'Because shopping centers 
tend to generate traffic an analysis of the traffic flow 
to centere and betw e en centers may show that a par* 
ticular store location is outstanding. 

The person on a pleasure or recreational trq^ is in the 
market for services such as those offered by motehi. 
restaurants* and service stations. The probebility of at- 
tracting this type of customer increesee if the facility is 
located alongside a well-traveled highway and adjacent 
to a major entrance to the community. 



Types of Consumer Goods 

Understanding the motives of people passing your site 
in cars also depends on the same analysis of consumer 
behavior used in dassifying pedestri^. There are the 
same three categories of gocds or products to consider: 
convem'ence. shopping and specialty. 

In general, the greater the automobile traffic, the 
greater the sales of convenience goods for catering to 
the drive-in traffic* For the drive>in store selling low- 
priced convonience goods, the volume of traffic passing 
the site is a most important factor in making a site de- 
dsion. The consumer purchases these goods frequently 
and desires them to be readily available. Consumers are 
reminded when passing a convenience goods store that 
he or she needs a particular item. 

If the consumer must make a special trip to purchase 
such convenience staple goods as food and drug items, 
they want the store to be dose to home* One study of 
foodstore purchases in the central dty area revealed 
that nearly 70 percent of the women patronized stores 
within one to five blocks of their homes* Another study 
of foodstores indicated that for suburban locations the 
majority of customers lived within three miles of !he 
stores, while the maximum trading area was five miles. 
For rural locations, the majority of consumers lived 
within a ten minute drive to the store, with the maxi* 
mum trading area within a twenty minute drive* A West 
CoAfit supennarket chain wants a minimum of 3.500 
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hoBM wtthin a nllMnd'^U ndln (tf « thoppinv 
cent«f tofoft cootidinai it for iocttiiMr. ItoMttch indl* 
catid that 80 ptrciot of tha coitoaMra olitoa carry* 
ottti livad Mthi0 a tttita of tba aatabtlt)^^ 

Oo ttaa otbar baiMi a ratailar daaii&v to fhcpm 
can haira a i&uoh widar tradinf araa. Witboui a haavtty 
traffickad loeatltio-^bot with tba help of adaquaia 
prodwtiaii— thia mora axp«aiva type U ttorc) cm 
ganarata ita own traffic la thia caaa, a Socation with 
!ow tra^e daoaity but aaty accaaaibility front a 
ratidaatial area ia a iatisfaotory sita* Tha cooaunior 
buya thaaa looda iatraquantly and dalibarataly plana 
thaaa purchatai* Graauaara ara willint to travel soma 
diitanca to make thoppiof cwparisona. 

If you offer ihoppinf fOod$« however, you should n^^ 
locate too far away from your potential customers. One 
study of a discount departmmt store showed that 79.0 
percent of the shoppere lived within five milee of tba 
store and aho^Jier 10.1 percent uved within a texMs le 
radius. The magnitude of tha trading area for 
shopping goods store can be determined by a custom^^r 
survey, automobile license checks, sales slips, charge 
account recorda, store deliveries, and the extent of 
local newspaper circulation. 

The sam^ principles of location which are applicable to 
the walk^in specialty goods stores are appropriate for 
the dtive-in facility. Because this type of retailer 
generates its own traffic, you can locate away from the 
cnajor traffic arteries. 

Planned Shopping Centers 

Many merchants seek a location in a planned shopping 
center. Retailers in cities whore downtown business has 
suffered extensive loss to shopping centers should 
perhaps consider locating in or near a center. The 
downtown area that suffers the most from the 
development of a shopping center is in a city of about 
100,000 population, which is just large enough to 
support a center. Shopping centers have been classified 
into three different types: the neighborhood center, the 
community center, and the regional center. 



Tha neifliborhood center generally senree 7,500 to ( 
20,000 people livinf within a six to tr. ^ute drive 
frees the center. The maior jtore-'-^and the prime traffic 
geoarator«-iB tha center ia a supermarket The other 
storee is the oiater, which may include a drugatorar 
hardware store, bakery, und beauty shop, offer 
convenience fooda and servicoe. The beet location for a 
specialty food etore in tha center ia adiacent to the 
supei^narkel. Other storee should be grouped by the 
compatibiUty cf their merchandisa. 

The community center usually servee 20.000 to 100,000 
people living within a ten to twenty minute drive. The 
dominant store ia generally a junior department store or 
a large variety store. The maiority of the storee carry 
shopping goods euch ca wearing appard and 
apjdiancas. However, a number of the stores also offer 
convenience iteme. Ihe apparel and fumiahinga storee 
should locate aa doee to the dominant store as possible. 
A supermarket in this type of center ia beet located at 
one end* Thia ia so that the adjacent parking is less apt 
to be used for lonf periode by the shoppers in the other 
stores. An end site or a locatton near a major entry is 
alcr> desirable for a drugstore. Because drugstores tend 
to maintain longer hours than the other stores, they 
should be in an easily accessible location and not 
surrounded by a number of dark stores at night. A ^ 
service establishment such as a drycleaner or a t 
barbershop, which de*)ends on a rapid turnover of 
traffic in the center, should locate where there is 
always available parking. 

The regional center serves 100,000 to 200,000 people 
within a twenty to forty minute drive from the center. 
One or more department stores are its major tenants. 
Frequently, the center is an enclosed mall with 
department stores at both ends. This type of center 
emphasised shopping good'i. These numerous 
shopping goods stores usually locate between the 
two major stores in order to take advantage of the 
traffic flow. Stores handling convenience goods 
generally lo<;ate at the edge of the center or near an 
entry to the mall ^;here there is easily accessible 
paricing. Sarnce and repair shops are also usually 
located in these areas of the regional center. 



Copitt of Uiift AM ara avtUtblt frta from SBA. P.O. Box 19434 Fort Worth. TX 76118. Aids may be condensad or reproducad. They may 
act br altered to imply approval by SB A of any private orfamtatioo, product, or serviof. If mjtenal it reused, credit to SBA will be 
-'appreciated 
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ENT-016 



Instructor's Final Checklist 



SaECTING A LOCATION 



Performance Level: All items must receive a rating of 
ACCOMPLISHED. If any itenrw ore rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide if any learning activities must be 
repeated. 



I 

i< 



The student accurately listed four criteria for selecting 
a small business Iccation 



[ ] r ] c ] 
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Instructor's Guide Sheet 



ENT-017 



SELECTING A FACILITY 
OBJECTIVE 

Given the physical needs of a small business, describe an appropriate 
facility in accordance with the Instructor's Final Checklist. 

AHITUDE/VALUE TO BE DEVELOPED 

The student will appreciate that every small business requires appropriate 
facilities to be operationally successful. 

TEACHING STRATEGIES RESOURCES 
Have students read materials on Nelson, et al.. Owning and 



Invite a commercial builder to 
discuss the planning and designing 
of small business facilities. 

Invite a franchise owner/operator 
to discuss how the parent company 
determines the appropriate type 
of facility for each business unit. 

Using a facility checksheet, lead Nelson, et al.. Owning and 

students in evaluating local /area Operating a Small Business , p. 25. 

small business facilities. 



SUGGESTED EVALUATION TECHNIQUE 

Provide students with a description of the physical needs of a small business 
(p. 114). Have them describe an appropriate facility in accordance with the 
Instructor's Final Checklist. 



SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Invite a commercial builder to share construction plans that have been used 
for various types of small businesses (e.g., garden shop, retail store, fast- 
food restaurant, day care center). 



selecting an appropriate small 
business facility. 



Operating a Small Business , 
p. 25. 



Samson, 5t al.. Retail 
Merch andisin g, pp. 101-107, 

m=iw. — 




SUGGESTED EVALUATION TECHNIQUE 
ENT-017 

PHYSICAL NEEDS OF A SMALL BUSINESS 
Typ9 of Small Business - Florist Shop 
I. Business Area 

A. Adequate artificial lighting. 

B. Business office. 

C. Heating/cooling system. 

D. Natural light for live plants. 

E. Showroom Including tables and shelving. 

F. Display rack for catalogs. 

II. Outdoor Area 

A. Area for displaying garden plants In spring and cut evergreens 
for holiday season. 

B. Customer parking. 

C. Delivery truck parking. 

D. Handicapped persons entrance/exit ramp. 

E. Store sign. 

F. Trash disposal area. 

G. Unloading/loading area. 

III. Storage Area 

A. Storage for cut flowers. 

B. Storage for live plants. 

C. Storage for supplies. 

D. Storage/holding area for Items ready for delivery. 
IV. Workroom Area 

A. Kitchenette. 

B. Lavatory. 

C. Work space with sink, tables, and shelving. 
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Instructor's Final Checklist 



mm 



SELECTING A FACILITY 



Performance Leveh All itenns must receive a rating of 
ACCOMPLISHED* If any items are rated NOT 
ACCOMPLISHED, the student ond the instructor 
will deci(^ if any learning activiYies must be 
repeated* 



1 s 

Z< 



In describing an appropriate facility for small 
business, the student considered the following 
areas: 

a. Business Area 



L Lighting, natural and artificial [ ] 

Office space [ ] 

3. Heating/cooling system [ ] 

4. Display equipment [ ] 

Outdoor Area 

L Displa area [ ] 

2, Parking C ] 

3, Ramp for handicapped [ ] 

4, Store sign [ ] 

5, Trash disposal [ ] 

6, Unloading/loading [ ] 

c. Storage Area 

L Cuw flowers [ ] 

2. Live plants [ ] 

3, Supplies [ ] 

4* Space for items ready for delivery [ ] 

d. Workroom Area 

L Kitchenette [ ] 

2. Lavatory [ ] 

3. Work space [ ] 



[ ] 
[ ] 
[ ] 
[ ] 



[ ] 
[ ] 

c ] 

[ ] 
[ ] 
[ ] 



[ ] 
[ ] 
[ ] 

[ 3 



[ ] 
[ ] 
[ ] 



[ ] 
[ 3 

L 3 

[ 3 



[ 3 
[ 3 
[ 3 
[ 3 
[ 3 
[ 3 



[ 3 
[ 3 
[ 3 
[ 3 



C 3 
[ 3 
[ 3 
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InstrOctor's Guide Sheet 



ENT-OIS 



DEVELOPING A HOME-BASED BUSINESS 



OBJECTIVE 



Given stejii tt follow. Write la plaii for a home-basfed business. Your 
performahfce will be rat^d lii accordance with the criteria listed on the 
Ihstracttlr's Final Chieticllst. 

ATTiTUDk/VAlUE TO BE DEVELOPED 

The student will appreciate that successful small business operations can be 
managed from within the home. 



TEACHING STRATEGIES 

Have student read materials on 
developing a home-based business. 



Invite a home-based entrepreneur 
to discuss how the business was 
developed. 

Have students compile a list of 
potentially successful home-based 
busines'^es for the local /area. 

Lead students In developing a plan 
for a home-based buslne^^s. 



RESOURCES 

Information Sheet, "Home 
Businesses," pp. 118-122. 

Small Business Administration, 
"Feasibility Checklist for Starting 
a Small Business of Your Own." 



Information Sheet, "Steps for 
Developing a Home-Based Business," 
p. 123-124. 



SUGGESTED EVALUATION TECHNIQUE 

Provide students with the steps for developing a home-based business 
(ENT-018, Strategy 4). Have each student write a plan for a home-based 
business. Evaluate according to Instructor's Final Checklist. 

SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

BVainstorm to determine the skills learned in vocational classes that could 
ifeveloped into home-based businesses. 
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yi^lflinr Vt tht MWiWitar MM your Own 9ftcm«M at 



adftnt of itoctrooic ftocommaitm •npl o y ooo g 
kiil^istoiickwithtliilf ofl^ 1 
pf o cooio rg ^ mod t o kp hop n ieoatod to thrtr hocMik It It 
MttamtaA that thm wiV b» mm 
honiMiasad triaooBumtart bafora 1990. 

Ahrte Tofflor, author ol Ha IM Wava. haa writtan 
that *'thia alactrooic cottafa will ba an inqxirtant 
workplapa to thi cootfof yaara." Ha aotaa that tha coat 
of movtof tof onuatiofi vto alactrcjnic natworka, todudtog 
iatalUtaat aooo will ba lowar thao a worktr'a daily 
cooumtixif coata« Alraady Ufa inauraoca companiat and 
banka ira startinf pilot axpariaanta by pladng data 
procaaaing and coaqmtar aquipmant fn amployaaa' 
hoQMa» 



Tan yaaia afOt WP?M&I ^ prioarily a way 

to mbontt^ to ordar to aam aittrii monay naadad to 

maSi^^ 1^ hfip that mora 

ara aHy^^ f^liM «Q[ do'thair ''amoli^ 
on %j^M|^^ «nj»ploaion of 

i^ni^^i^^ ^Saiiji^i^^ ix^^, Todn exparta 

flglntti that aa inany ni 20 parpant of naw imall 
buitoaM anterpriaw ara <q)ara^ out of tha ownar'a 
bona* 

Jack NiUaa, an aqmoqi^t at tha Univartity of 
Califqrn^'a S.ti^ of tha Futura imcranu astimatoa that 
tham arf curraj^tfy o^r ^n tmxm im%^u4 
buitojtoj^^ With, tha 

mipbar g^ow^ thraa»fidd baforf 1990. John 

l^idilrit autfior of tha. bMta^Ung bb^ Mafajtrasda. taaa 
h^na^Ui^ wtra^rann^ i)rajKft)lytog rapidly and 
bacointof an hq)ortant part of tha country'a futura 
aconcuny* 

For many yaara hpma^baaad>ui^^ waa conaidarad to 
ba for yfcmn opiy. BixIUk^^ lading 
both man and w wfiiric ^qm thair hyam. Soma 
fiad it difficult or top coatly to commuo aach day and 
baliaya thay caA^ba aquaUy prpducttva by working at 
homa* tte handk^iippa^ 

p(N^141itii9^^^^^ tbwn to atoy at hoata. Othara 
wiint>to.j^^ gnMtor a)^ to raiaing thair 

chiicM&'sM iKonooi^ Hfork at 

Itoma tium to rant or buy woricapaca alaawhara. And aL* 
want tba aatiifaction of owning thair own bustoasa* 



JQectro^ CotUige 

^^^^499^^ to.hoiija:*>a|!pd buiiaww lt,tha 



Some initiai Contiderationt 

Ntomr of thaaa naw boeM^iaaad antraprenauro inchida 
profaaaiooala lika attomaya, accountanto* and 
cooapltanta* Thay often haira thair own paraonal chant 
liata whm thay bagto thair boma^iaaad buainata« Thair 
contocll* axporiraoo* nnd badcground to thair ^ 
apadatisad fiakia giva tham tha opportunity to maka a 
running atart to thair naw vantura. Thay ara tha lucky 



Othara ara ao.ually datanninad to opon thair own 
buainaaaaa. Howavar. thay hava no cliant Uota or 
cootocta. For thoaa wa of far tha following 
auggaationa: (i) Write do%m a aummary of your 
axparitncaa. hobbiaa, and akilla. Than ask youraalf , 
What do I want to aallT (2) Naxt aak youraalf , Who will 
naad tha product or sarvica I want to aall? (3) Finally, 
stody and raaaarch avarything from public opinion polla 
to financial advica and counad to datarmtoa wliather 
tha bu^naaa can grow. 

Many, paraona haya succaadad to unusual 
hutttiassfS'. ona man. a formar bookstora mauagar. now 
salla only "hird*to*fiud*' books from his homa; anothar 
bagan a computar toformation aandca and is now 
making a fiva^figura annual incomr. and a woman has a 
thriving catertog sarvice offaring tha sama goodies she 
onoa sf rvad her house guaste. And tha list goea on* 

Although working from homa haa bean a highly 
auccaasfui move for smnot it ia usually an up hill climb. 
Evan after you determine tha type of homa bustoess you 
want to stort how do you reach the particular 
conaumar market you want to sell to. and what 
i|ccounttog,procaduraa. and legal and insurance 
requirementa must you meet? Theaa problems eaaily 
can frustrate the neophite email businaaa owner. 



119 



IPS 



Zoaiiift Segiftnilloot and Tax 
Xc^iimiaiita 

What ii crftao ovartookad br; naw ntrapranaora ia that 
a bmtpaea nparattrt from tfaa homa ia tubiact to many of 
tha iawa and rafoiaUoDa ^t affact all buaiaaaaaa. 
larfa and ioiialL Cooaiiltiaf an attoraay ia an aetantial 
firat slap for anyooa cooaidafinf a hooa-baiad 
buainaai 

Moat jnriadictlQoa now hava codaa. a xoning board, and 
an appa&b board which ragolata homa buiinaaaaa. 
Araat oftan ara sonad rasidantial commardaL or 
ioduatriaL It ia in your intaratt to bacoma familiar with 
thaaa ragolationa. If you ara doing buainaaa in violation 
of thaia rafolationa, yon could ba iaauad a caata and 
daaiat ordar and finad. Sinca moat zoning violationa ara 
roportad by naighbora» it alao ia a good idea to maintain 
friandly ralationa with thoaa living around you. 

Certain Idnde of gooda cannot be produced in the home, 
though these reetrictiona vary somewhat state to state. 
Moat statea outlaw home production of ftreworks. 
drugs, poiaons, explosives, sanitary/medical products, 
and toys* Additionally* some states prohibit home 
businesses from making food, drink, and clothing. Check 
with your State Department of Labor to determine what 
restrictions affect you. 

M^'^y localities have registrati'^n requirements for new 
busmesses; you will need to obtain a work certificate or 
license from the state. Your business name must be 
registered. There often is a registration fee. Usually a 
sales tax number must be obtained A separate 
business telephone and bank account normaUy are 
required. A business must keep* accurate and complete 
finan ^tal records and is liable for all taxes. If you have 
employees, you are responsible for withholding income 
and social security taxci. And you must pay workers* 
compensation and unemployment insurance, and comply 
with minimum wage and employee health laws. 

There are various Federal and state forms you will 
need to fill out to start a small business. The Federal 
Government requires you to fiU out several forms 
including: 



AppHcatfoB for Employer Ideatlllcatioa Nomber, Form 
SS--4. This registers you with the Internal Revenue 
Service as a business. If you have employees, you 
should ask for Orcnlar E along with your ID number. 
Circular E explaina Federal income and social secuflty 
tax mthholding requirements. 

Ea^piayer's Asanal UaamployoMnt Tax letim. Form 
940. This is only if you have employees. It's used to 
report and pay tha Federal Unemployment 
Compensation Tax. 

Employer's Qvartarly Federal Tax Eetnra, Form 941. 
Used to report quarterly, the income tax and social 
security you withheld from employeee and the social 
security matched by you, the employer. 

Employaa's Wtthholdbi Allowance Certificate. W*4. 
Every employee must complete the W«4 so the proper 
amount of income tax can ba withheld from the 
employee's pay. If the employee claims more than IS 
allowances or a complete withholding exemption while 
having a salary of mora than $200 a week, a copy of the 
W*4 must go to the IRS. 

Employer's Wage and Tax Statement. W*2. Used to 
report to the IRS the total taxes withheld and total 
compensation paid to each ^^zkpioyeB per year. 

RecondUation/Transmittal of Income anc^ Tax 
Statements. W-3. Used to total all information from the 
W-»2. Sent to the Social Security Administration. 

The IRS pu^j on monthly workshops on understanding 
and usiTig these forms. Call your local IRS office for 
further information. 

States also have various tax form requirements 
including: an unemployment tax form, a certificate of 
registration application, a sales and use tax return, an 
employer's quarterly contribution and payroll report, an 
income tax withholding registration form, an income tax 
withholding form, and others. Some forms apply only to 
employers who have employees. Your local IRS office 
and State Office of Taxation can provide you with 
listings of forms you will need to start your business. 
The following table outlines Federal tax form 
requirements. 
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Sak4. AppUcatioB for Bmptaytr Idiattflcatlan Numter* 

720^ Quartiriy Ftdml Exc^ Tax Rotisni** 

104a Iddhridual Imobm Tm Rttum 

Various |04p ScMuioo. u«uaUy: 

a Profit Of LoM (ran Biu)iMis or Profostion 
SE, Goaqmtotloa o( Social Socurity Solf-Employ* 
mtatfax 

ES. Etttaiatad Tax for Individuals (Paid 
quartariy by b oi ia ao a aa aamins above 
spadfiad lavda.) 

4582, Depradatlon and Amortixatioa 



With Employaaa 

SS^ with drcular E; Application for Employer 
IdentificatloD Number, with Employee's Tax Guide 

720* Quarterly Federal Fxcise Tax Return*'' 

1040,. Individual Inc(mie Tax Return 

Various 1040 Schedules, usually: 

C, Profit or Loss 

SB, Computation of Social Security Self- 

Employment Tax 
ES, Estimnted Tax for Individuals 

4562, Depreciation and Amortisation 

940, Employer's Aimual Federal Unemployment Tax 
Return 

941, Employer's Quarterly Federal Tax Return 

W-2, Employer's Wage and Tax Statement 

W*3, Reconciliation/Transmittal of Income and Tax 
Statements 

W*4, Employee's Withholding Allowance Certiflc^te 



If you hAVf no tnploytM tod art not sublet to txciM tax« you do not neod to fill out this form. Um your social security number 
' Only if you sell prcductt subject to Exdee Tex. for exemple elcohot. tobecca fireerms. some typet of clothinn. 



The Work Environment 

An intangible aspect of runninf a hoine4)ased 
business is having the discipline to manage your time 
and energy. Without a supervisor requiring certain 
hours or dsadUnes^ many Rnople have difficulty getting 
work accomplished An OMential step for success is 
dsvsloping e business*Iike work environment 

Sat aside a specific physical area as the office and use 
it for nothing else, e requirement not only of job 
Wcholosy but of the Internal Revenue Service: always 
«sss properly, especiaUy if you are deeling with cUents 
pr qustomersi; never let chUdren answer the work 



phone; and keep regular hours. Home-based 
entrepreneurs must discipline themselves to ''go to 
work** and put in the time necessary to operate theiir 
businris. There is no security of a guaranteed 
paycheck. You are on your own! 

John Naisbit has written* **I don*t see every one starting 
a cottage industry because L believe too many people 
need the companionship of co-workers and the control 
that management has over their work habits, but I do 
believe there will be many persons beginning new 
businesses at home because they really want the 
freedom of choice it givee them . . . But for those who 
experience isolation because of a now non-existent 
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pool or from sitttof «t a typtwrittr or compottr 
ttnninal all day with no adult to talk with* thara ia a 
way out Tha antidota for l0olatioo ia natworkiBg. 

NatworUini hat bacoma^ of tha graat aida banafita of 
tha work-at.homa movamant It is an opportunity to maat 
othart who work from thair how aoma in tha aama 
prof etaiooal capacity, and oftan with tha aama proUama. 
You can halp aach othar* By maatiuf on a ragular baaia 
for a forum cm idaas and aohitiooa, not only ia 
natworkina a cura for isolation* but a catalyst for 
information exchanga and morala boosting. Thia oftan 
makas tha dif feronca batwaan succass and giving up. 

Bacausa homa-basad antrapranaura oftan faal Isolatad, 
thara ara now savoral nonprofit homa businass 
associations which racantly hava bacoma popular. By 
bacoming a mambar, homa4>asad basinaaa ownara can 
receiva nawslattara on a ragular basis, bacoma a part 
of discount programs . . . and moat of all dariva 
satisfaction from kaowing thay ara not alonal Tha 
Bibliography list? many of thasa associations and 
newsletters. 



Looking for Help 

Many resources ara available to those embarking on 
their own new enterprise. Your local library has 
publications and information on everything yon have 
always wanted to know about homa business. Chambers 
of Commerce often can hava contacts with local 
businesses who might use your services or can point out 
unfilled needs in your community. Thay also can supply 
demographic data on the local population to help you 
determine the potential market for ycur business. 

State Departments of Commerce usually can supply a 
prospective small business owner with an Information 
kit. as well as advice on particular enteprises. The 
Internal Revenue Service also has a kit to inform you 
about taxes and financial regulations. 

Another source of advice and training is the 
Junior/Community College System. They conduct botn 
credit and non«credit courses in such subjects as 
accounting, bookkeeping, financial planning, advertising 
and promotion for small business. Many also operate 
displaced homemaker programs for the former 
housewife who suddenly is called upon to support 
herself. 

Another useful contact is the U.S. Department of 
Agriculture Home Extention Agent stationed in every ^ 



county in tha United Stataa. Vmm agants oftan can 
fumiah practical advica on many aspacts of businaaa 
oparatiout aapadaUy in araaa of traditional crafta and 
specialty food markating. 

An additional fruitful source of businaaa information ia 
nawalattara. both general and spadalizad. Thay can 
keep you up*t(Hlata on businaaa davalopmanta, 
govammant raporta* and artidaa by attomaya, 
accountanta* and other profaaaionda. Tha local 
librarian oftan subacribaa to thaaa newsletters, and yoo 
might want to review a sample copy of one to detarmina. 
if it ia of any ^ua to you* 

Tha Sflua Ihistaaas Adainiatralian (SBA) providea 
training, counaaling and financial assistance to the 
small businaaa aactor. SBA aUw haa specialized 
programa for hoQia4>asad bi^naaawoman. Each local 
SBA office haa a Wonan'a Buainasa Ownership 
Repreaantativa who can provide complete information 
on thasa spadalizad programa. Thara ara additional 
specialized programa for veterana and minoritiea. Check 
with your local office for further information: It ia \iMii$i 
under US Govanuaant in tha phone book. For a 
complete listing of SBA publlMtions write to: SBA, P.O. 
Box 15434, Ft. Worth, TX 78119. Ack for the USA Free 
Publicotions listing or tha USB For Sole Publicotions 
listing. Both listinp are free. 
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INFORMATION SHEET 
ENT-018 



STEPS FOR 
DEVELOPING A HOME-BASED BUSINESS 



STEP ONE 



If no client list or contact persons are available, ask yourself these 
questions: 

1. What do I want to sell? 

2. Who will need the product/service I want to sell? 

3. What Is the growth potential of this home-based business? 

If your answers to the above questions are encouraging and you decide to 
continue the development of a home-based business, move on to . . . 

STEP TWO 

Consult a lawyer to advise you In the legal aspects of beginning and 
operating a home-based business. Ask for explanations of the following: 

1. Zoning codes regulating home-based business. 

2. Product/service restrictions for home-based operations. 

3. Registration requirements which must be met. 

4. Requirements for a business phone and separate bank account. 

5. Legal forms and procedures If the business has employees other than 
yourself. 

6. Required and/or needed financial records. 

7. Required federal and state forms such as the following: 

A. Application for Employee Identification Number, 

B. Employer's Annual Unemployment Tax Return, 

C. Employer's Quarterly Federal Tax Return, 

D. Employee's Withholding Allowance Certificate, 

E. Employer's Wage and Tax Statement, 

F. Reconclllatlon/Transmlttal of Income and Tax Statements, 
6. Individual state requirements. 

IP/ 
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If you are still Interested In a home-based business, move on to . . . 



Develop a business-like environment by designating specific areas of your 
home from which the work will be done. This 1s not, only to help you In the 
management of the work, but also Is a requirement of the Internal Revenue 
Service. 



You are on your own at this point. Persons owning and operating a home-based 
business must continue much In the same ways as other small business 
owners/operators. Areas which will demand systematic attention are: 

1. ordering supplies, 

2. taking and filling orders, 

3. advertising, 

4. recordkeeping, 

5. customer relations, and 

6. business growth and possible expansion. 



f Adapted from Small Business Administration, "Home Businesses," Small Business 

i ^ Bibliography, Number 2, Revised March 1984. 



i; STEP TH REE 



STEP FOUR 





124 IPS 



ENT-018 



Instructor's Final Checklist 



DEVELOPING A HOME-BASED BUSINESS 



Performance Level: All items must receive a rating of 
ACCOMPLISHED^ If ony items ore rated NOT 
ACCOMPLISHED, the student ond the instructor 
will decide if any learning octivities must be 
repeated. 



I 



si 
l< 



When developing a plan for a home-based business, the 
student: 

a. Decided what to sell and to whom to sell it [ ] [ ] [ ] 

b. Developed questions to ask a lawyer regarding the 

legal aspects of a home-based business [] [] [] 

c. Designated specific areas of the home from 

which work would be done [] [] [] 

d. Listed areas which would demand systematic 

attention [ ] [ ] [ ] 
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Instructor's Guide Sheet 



ENT-019 



DECIDING TO LEASE OR BUY AN EXISTING FACILITY OR TO LEASE OR BUY A CUSTOM 
DESIGNED FACILITY 



OBJECTIVES 

(1) Without the use of resources, accurately list two advantages and two 
disadvantages for leasing an existing facility and for buying ar, existing 
facility. 

(2) Without the use of resources, accurately list two advantages and two 
disadvantages for leasing or buying a custom designed facility. 

ATTITUDE/VALUE TO BE DEVELOPED 

The student will appreciate the importance of making the appropriate choice 
when deciding on a small business facility. 



TEACHING STRATEGIES 



RESOURCES 



Objective 1 

Have studentr. read material on 
leasing and buying an existing 
facility. . 

Invite a realtor to discuss the 
differences in leasing and buying an 
existing facility. 

Lead students in developing a list 
of advantages/disadvantages of 
leasing and buying an existing 
facility. 

Objective 2 

Invite a builder to discuss the 
reasons some entrepreneurs choose 
to custom design a business 
facility. 

Lead students in developing a 
list of advantages/disadvantages 
of custom designing a business 
facility. 



Samson, et al.. Retail 
Merchandising , pp. 94-100. 



Information Sheet, "Leasing and 
Buying an Existing Business 
Facility," p. 129. 



Information Sheet, "Custom 
Designing a Business Facility," 
p. 130. 
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SUGGESTED EVALUATION TECHNIQUES 

(1) Have students accurately list two advantages and two disadvantages for 
leasing an existing facility and for buying an existing facility. 

(2) Have students accurately list two advantages and two disadvantages 
of leasing or buying a custom designed facility, 

SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Select three groups. Have one of the groups interview an entrepreneur who 
leases an existing facility; have the second group interview an entrepreneur 
who purchased an existing facility; have the third group interview an 
entrepreneur who has custom designed a facility and is leasing or buying it. 
Have them report to the chapter the advantages/disadvantages of each type of 
acquisition. 
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INFORMATION SHEET 
ENT-019 



LEASING AND BUYING AM EXISTING BUSINESS FACILITY 
I. LEASING AN EXISTING FACILITY 

A. Advantages 

1. The business can be moved on short notice depending on the 
terms of the lease. 

2. The lessee has the right of possession and use of the propercy 
so long as the rights of the lessor are upheld. 

3. The written agreement typically defines the rights of both the 
lessee and the lessor. 

4. Immediate occupancy is oftentimes possible. 

5. The lessor may have the responsibility of facility repair and/or 
maintenance. 

B. Disadvantages 

1. When the lease expires, the owner has the right to regain 
possession of the property. 

2. Any improvements and/or additions to the facility become the 
property of the owner. 

3. The lessee will never have clear ownership rights to the 
facility. 

II. BUYING AN EXISTING FACILITY 

A. Advantages 

1. The money invested in payments increases the equity of the 
property. 

2. Ultimately the facility will be owned freely and clearly. 

3. Any improvements and/or additions can be made by the 
purchaser. 

4. Immediate occupancy is oftentimes possible. 

B. Disadvantages 

1. The cost of renovation and/or repair of the facility may be 
more than anticipated. 

2. Taxes on owned property are imperative. 

3. Mortgage arrangements may be difficult. 

4. Selling the facility may be a problem. 

5. Unless critically assessed, the owner may find the facility 
lacking as to long-term wants and needs. 
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INFORMATION SHEET 
ENT-019 

CUSTOM DESIGNING A BUSINESS FACILITY 
I. Advantages of Custom Designing a Business Facility 

A. The facility can be built to meet the wants and needs of the 
entrepreneur. 

B. Repair and maintenance costs will be less than for an older facility. 

C. A new building may facilitate more rapid small business growth. 

D. Money may be saved if the owner does some of the actual construction 
or finishing work or if a prefabricated structure is used. 

II. Disadvantages of Custom Designing a Business Facility 

A. The projected cost of the facility may be less than the actual Cvist. 

B. Constant decisions must be made by the entrepreneur; wants and needs 
must be clearly known from the beginning. 

C. Selling may be difficult if the facility was customized by the 
entrepreneur. 

D. A delay in the construction schedule may prevent an anticipated 
occupancy date. 
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Instructor's Final Checklist 



DECIDING TO LEASE OR BUY AN EXISTING FACILITY OR TO LEASE OR BUY A CUSTOM 
DESIGNED FACILITY 



Performance Level: All items must receive a rating of 
ACCOMPLISHED. If ony items are rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide if cry learning octivities must be 
repeated. 




Note, to Instructo r: For a one-semester course, use the 
checklist statement(s) for Objectiva 1. For a one-year 
course, use the statement(s) for both objectives. 



Objective 1 

The student accurately listed two advantages and two 

disadvantages for leasing an existing facility [] LJ LJ 

The student accurately listed two advantages and two 

disadvantages for buying an existing facility [] C] [J 



Objective 2 

The student accurately listed two advantages and two 
disadvantages for leasing or buying a custom designed 

facility [ ] C 3 [3 
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Instructor's Guide Sheet 



ENT-020 



PREPARING FINANCIAL STATEMENTS 



OBJECTIVES 

(1) Without the use of resources, match 11 or more of the following terms to 
their correct definitions: income statement, balance sheet, gross 
profit, net profit, sales, cost of sales, expenses, assets, liabilities, 
current assets, fixed assets, intangible assets, current liabilities, and 
fixed liabilities. 

(2) Given data, accurately complete an income statement and a balance 



The student will appreciate the importance of financial statements in 
evaluating the growth of a small business. 



sheet. 



AHITUDE/VALUE TO BE DEVELOPED 



TEACHING STRATEGIES 



RESOURCES 




Objective 1 



Have students read materials on 
income statements ard balance 
sheets • 



Hutt, Creating a New Enterprise , 
pp. 105-108. 



Lasselle, Recordkeeping: The Total 
Concept , pp. 384- 386 • 



Nelson, et al.. Owning and 
Operating a Small Business , 
pp. 69-73, 



Samson, et al.. Retail 
Merchandising , pp. 489-49?. 



Siropolis, Small Business 
Management , pp. 373-377. 



Have students do a worksheet 
on terms related to income 
statements and balance sheets. 
Discuss and give illustrations 
of the terms. 



Worksheet, "Terms on Financial 
Statements," p. 135. 









^ ^i" 

jS^>. ■ 

f:" 






i 


Objective 2 


• 




Invite a business' s financial 
secretary to present and 
explain Income statements and 
balance sheets. 




♦ 

(. 


PrnviHw <:tiiHpnt<: with examples Nelson. et al.. Owning and 
nf «nanHal statements for Ooeratinq a Small Business, 
discussion and review. Ask pp. 71, 73. 
questions such as: What are the 
differences in income statements 
and balance sheets? Why are 
financial statements Imperative 
to a business operation? 

SUGGESTED EVALUATION TECHNIQUES 

(1) Have students mhich terms associated with an income statement and a 
balance sheet with their correct definitions (p. 136). 






(2) Provide students with data to complete an Income statement and a balance 
sheet (Nelson, et al.. Owning and Operating a Small Business, pp. 71, 73 
or Samson, et al.. Retail Merchandising, p. 496, Problems 3, 4). 






SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 




Ask the chapter treasurer to present an Income statement and a balance sheet 
showing the chapter's financial situation. 








• 
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WORKSHEET 
ENT-020 



TERMS ON FINANCIAL STATEMENTS 



DIRECTIONS: Using resources provided by your instructor, define each of the 
following terms. 

1. income statement - 

2. balance sheet - 

3. gross profit - 

4. net profit - 

5. sales - 

6. cost of sales - 

7. expenses - 

8. assets - 

9. liabilities - 

10. current assets - 

11. fixed assets - 

12. intangible assets - 

13. current liabilities - 

14. fixed liabilities - 
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SUGGESTED EVALUATION TECHNIQUE 
ENT-020 

TERMS OF FIMANCIAL STATEMENTS 

DIRECTIONS: Read each term and definition. From the definition on the right 
select the correct one for each tern. Place the definition's corresponding 
letter in the blank to the left of each term. 



^ 1. income statement 

^ 2. balance sheet 

^ 3. gross profit 

^ 4. net profit 

^ 5. sales 

^ 6. cost of sales 

^ 7. expenses 

^ 8. assets 

^ 9. liabilities 

10. current assets 

11. fixed assets 



12. intang-^ble assets 

13. current liabilities 

14. fixed liabilities 



A. assets which the enterprise would not 
expect to hold for more than one year. 

B. income remaining after paying all expenses, 
including taxes. 

C. assets which have value and are useful to 
the enterprise, but do not exist in a 
physical sense. 

D. shows how a business has performed over 
a certain period of time. 

E. costs of running an enterprise, other than 
huose included in the cost of sales. 

F. debts that are due to be paid in more than 
one year. 

G. used to keep track of what an enterprise 
owns, what it owes, and what the owner has 
invested. 

H. income that flows into the business from 
sales activity. 

I. debts that are due to be paid in one 
year or less. 

J. price of the products/services paid for 
in a given time period. 

K. items which the business expects to own 
for more than one year. 

L. debts of the enterprise. 

M. determined by subtracting cost of sales 
from sales. 

N. items or possessions that are used in the 
business and which have monetary value. 



Terms and definitions from Hutt, Creating a New Enterprise , pp, 105-108. 



SUGGESTED EVALUATION TECHNIQUE 

ENT-020 

ANSWERS 



1. D 

2. G 

3. M 

4. B 

5. H 

6. J 

7. E 

8. N 

9. L 

10. A 

11. K 

12. C 

13. I 

14. F 



InstrMCtor's Final Checklist 



PREPARING FINANCIAL STATEMENTS 



Performance Level: AH items must receive a rating of 
ACCOMPLISHED. If any items are rated NOT 
ACCOMPLISHED, the studnt end the instructor 
will decide If cny learning activities must be 
repeoted. 




Note to Instructor : For a one-semester course, use the 
checklist statement(s) for Objective 1- For a one-year 
course, use the statements for both objectives. 



Objective 1 

The student matched 11 or mr^ financial terms to 

their correct definitions [] [] [] 



Objective 2 

The student accurately completed an income statement ....[] [ ] [ ] 
The student accurately completed a balance sheet [] [] [] 
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Instructor's Guide Sheet 



ENT-021 



DETERMINING CAPITAL NEEDS 



OBJECTIVE 



Without the use of resources, accurately define capital, equity capital, and 
debt capital and accurately list a minimum of two differences between equity 
capital and debt capital. 

A.niTUOE/VALUE TO BE DEVELOPED 

The student win appreciate that beginning any business requires financial 
planning and accessible resources. 



TEACHING STRATEGIES 

Have students read materials on 
determining capital needs. 



Have students define equity 
capital and debt capital. 
Have them list differences 
between the two. 



RESOURCES 

Brown and Warner, Economics of Our 
Free Enterprise System , pp. 228- 
278. 

Everard and Burrow, Business 
Principles and Management , 
pp. 262-278. 

Hanson, Entrepreneurship: A Career 
AlternatTve , pp. 15-17. 

Hutt, Creating a New Enterprise , 
pp. 102-103. 

Osgood, Business Planning Guide , 
pp. 27-28. 

Siropolis, Small Business 
Management , pp. 246-253. 

Small Business Administration, 
"A Venture Capital Primer for 
Small Business." 

Hutt, Creating a New Enterprise , 
pp. 108-109. 

Nelson, et al.. Owning and 
Operating a Small Business , 
pp. 29-31. 
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Osgood, Business Planning Gui de, 
pp. 82-83. 



Petersen and Lewis, Free Enterprise 
Today , pp. 236-241. 



Siropolis, Small Business 
Management , pp. 253-256. 



Lead students in a discussion of 
the importance of a financial plan 
for entrepreneurs. Have them 
complete a worksheet on estimating 
financial needs. 



Hutt, Creating a New Enterprise , 
pp. 115-117. 



Provide students with a small 
business case study, data, and 



Siropolis, Small Business 
Management , pp. 2''7-278. 



a blank cash budget worksheet. 
Have them determine the capital 
needed to begin the operation. 

Invite a bank loan officer to discuss 
what is required of a person 
needing capital to begin an entrepre- 
neurial venture. 

Provide students with bank interview Nelson, et al.. Owning and 

situations where people are re- Operating a Small Business , 

questing startup money for small pp. 34-35. 

businesses. Have them choose the 

persons to whom they would grant 

loans and make a list of reasons 

for approving/disapproving each 

loan. 



SUGGESTED EVALUATION TECHNIQUE 

Have students accurately write the definitions of capital, equity capital, 
and debt capital. Have them accurately list a minimum of two differences 
between equity capital and debt capital. 



SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

After selecting a small business that would benefit the chapter/school 
(ENT-015, Student Organization Activity), work with advisor/principal on the 
capital needed to begin the business. 
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Instructor's Final Checklist 



ENT-021 



DETERMINING CAPITAL NEEDS 



Performance Level: All items must receive a rating of 
ACCOMPLISHED. If cry items ore rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide if <r»y learning octivities must be 
repeated. 







1 






A 


ll 













The student accurately defined capital, equity 
capital, and debt capital 



The student accurately listed a minimum of two 
differences between equity capital and debt capital 



[ ] [ ] [ ] 
[ ] [ ] [ ] 



ERIC 



141 



143 



Instructor's Guide Sheet 



ENT-022 



IDENTIFYING SOURCES OF FINANCING 
OBJECTIVE 

Without the use of reiources, list with 100* accuracy five sources of 
financing for entrepreneurs. 

AHITUDE/VALUE TO BE DEVELOPED 

The student will appreciate that financial assistance for entrepreneurs can 
be obtained from a variety of sources. 



TEACHING STRATEGIES 

Have students read materials on 
sources of financing. 



RESOURCES 

Everard and Burrow, Business 
Principles and Management , 
pp. 283-287. 

Hanson, Entrepreneurship; A Career 
Alternative , p. 17^ 

Hutt, Creating a New Enterprise , 
p. 109. 

Kentucky Competency Based Vocational 
Education Module ES-31 , "Going Into 
Business for Yourself," Instruction 
Sheet 3. 

Nel -^n , et al . , Owning and 
Operating a Small Business , p. 30. 

Siropolis, ' 1 Business 
Management , pj.. 256-266. 



Have small groups of students Samson, et al.. Retail 

compile lists of sources of Merchandising , pp. 77-81. 

financing for local /area entrepre- 
neurs. Lead Sab students in 
compiling a master list of 
financial sources. 



SUGGESTED EVALUATION TECHNIQUE 

Have students list with 100% accuracy five sources of financing for 
entrepreneurs. 



SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Invite an investment banker/consultant to present the sources of iw'al/area 
financing available for small business. 
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Instructor's Final Checklist 



IDENTIFYING SOURCES OF FINANCING 



Performance Level: All items must receive a rating of 
ACCOMPLISHED. If any items <re rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide if any learning activities must, be 
repeated. 









5 




ll 


ll 













The student listed with 100% accuracy five sources 
of financing for entrepreneurs 



C ] C ] L ] 
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Instructor's Guide Sheet 



ENT-023 



COMPARING FINANCING 



OBJECTIVE 



Without the use of resources, accurately list three questions to ask as a 
basis for comparing sources of financing. 

AHITUDE/VALUE TO BE DEVELOPED 

The student will appreciate that the selection of a financing source should 
be done after all sources have been considered. 



TEACHING STRATEGIES 

Have students read materials on 
comparing financing. 



RESOURCES 

Everard and Burrow, Business 
Principles and Management , 
pp. 283-287. 

Siropolis, Small Business 
Management , pp. 261-266. 

Small Business Administration, "The 
ABC's of Borrowing." 



Invite a banker to describe the 
sources of financing identified 
in ENT-022, Strategy 2. Have him/ 
her state questions an entrepreneur 
should ask when considering a loan, 
e.g.. What is the current rate of 
interest on a small business loan? 
How do the conditions of a short-term 
and long-term loan compare? How 
much collateral is required? Are 
there closing costs? What is the 
foreclosure policy? 



SUGGESTED EVALUATION TECHNIQUE 



Have students accurately list three questions to ask as a basis for comparing 
sources of financing. 

SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Develop a bulletin board display on local/area sources of financing. 
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ENT-023 



Instructor's Final Checklist 



COMPARING FINANCING 



Performance Le^h All items must receive a rating of 
ACCOMPLISHED. If any items are rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide if any learning octivities must be 
repeated. 



The student accurately listed three questions to ask as 
a basis for comparing sources of financing for a small 
business 



[ ] [ ] [ ] 
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Instructor's Guide Sheet ENT-024 
SELECTING A FINANCIAL INSTITUTION 



OBJECTIVE 

Without the use of resources, accurately list three local /area financial 
institutions and a minimum of two services each provides to entrepreneurs. 



AHITUDE/VALUE TO BE DEVELOPED 

The student will appreciate that various types of financial institutions do 
not necessarily offer the same customer services. 



TEACHING STRATEGIES 

Have students read materials on the 
types of financial institutions 
and the services offered by each. 



RESOURCES 

Everard and Burrow, Business 
Principles and Management , 
pp. 283-287. 

Osgood, Business Planning Guide , 
pp. 83-85. 

Petersen, Economics of Work , 
pp. 143-145. 

Petersen and Lewis, Free Enterprise 
Today , pp. 189-190. 

Siropolis, Small Business 
Management , pp. 262-264. 



Small Business Administration, 
"So"nd Cash Management and 
Bor /owing." 



Lead students in listing all the 
financial institutions In the 
locality/area. Use the telephone 
directory yellow pages, newspapers, 
and radio and television advertise- 
ments to determine the services each 
provides to entrepreneurs. 

Give students the small business 
description from ENT-023, "Comparing 
Financing," Objective 2, Strategy 2.. 
Have them select the financial 
Institution that would be most 
beneficial to each business. 




^UGCeSTlO EVALUATION TECHNIQUE 

Have students accurately list three local/area financial institutions and a 
minimum of two services each provides to entrepreneurs. 

SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Sponsor a Financial Institution Day. Invite representatives from local/area 
institutibfts to set Up displays on their services. 
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ENT-024 



Instructor's Final Checklist 



SELECTING A FINANCIAL INSTITUTION 



Performance Level: All items must receive a rating of 
ACCOMPLISHED. If ony items are rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide if any learning octivities must be 
repeated. 



The student accurately listed three local /area 
financial institutions 



The student accurately listed a minimum of two services 
each of three local/area financial institutions 
provides to entrepreneurs 



1 


1 


V 






1 


ll 


ll 


ll 
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Instructor's Guide Sheet 



ENT-025 



estk^uIShing a recordkeeping system 



OBJECTIVE 

Without the use of resources, accurately list five records that should be 
maintained daily by small business. 



AHITUDE/VALUE TO BE DEVELOPED 

The student will appreciate that recordkeeping is important fo" small 
businesses. 



TEACHING STRATEGIES 

Have students read materials on 
keeping records. 



RESOURCES 

Everard and Burrow, Business 
Principles and Management , 
pp. 221-ZZ5. 

Lasselle, Recordkeeping: The Total 
Concept , pp. 4-5. 

McFarlane, Getting Down To Business : 
What It's All About? pp. 106-107. 



Nelson, et al.. Owning and 
Operating a Small Business , 
pp. 51-52, 54. 

Small Business Administration, 
"Keeping Records in Small 
Business." 



Invite a bookkeeper or business 
teacher to explain how record- 
keeping methods meet the needs of 
small business. 

Have each student contact one 
small business bookkeeper to deter- 
mine the recordkeeping system used 
and the advantages of the system. 

Discuss with students the records Nelson, et al.. Owning and 

a small business should keep on Operating a Sman~Business , 

a daily basis. PP. 52, 54. 



h%2 




SU'GGEStfeb EVALUATION TECHNIQUE 

Have sttidertts accurately list five records that should be maintained dally by 
small business. 



SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Ask a bus1n*>ss teacher or the school bookkeeper to display and explain a 
recordkeeping system to the chapter. 
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Instructor's Final Checklist 



ESTABLISHING A RECORDKEEPING SYSTEM 



Performance Level: All items must receive a rating of 
ACCOMPLISHED. If any items ore rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide if any learning activities must be 
repeated. 





shed 


V 
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ll 


ll 









fhe student accurately listed five records that should 
be maintained daily by small business 



[ ] [ ] [ ] 
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Instructor's Guide Sheet 



ENT-026 



COMPUTING IN-HOUSE REPORT FORMS 



OBJECTIVE 

Given data and blank forms, accurately complete a business check with stub, a 
daily receipts summary, an accounts receivable register, a petty cash sHp, a 
bank reconciliation statement, and a payroll ledger. 



ATTITUDE/VALUE TO BE DEVELOPED 

The student will appreciate the importance of accurate and complete in-house 
recordkeeping in maintaining financial stability. 



TEACHING STRATEGIES 

Invite a business teacher or small 
business r?cordkeeper to demon- 
strate the following procedures; 
completing a business check with 
stub, filling out a daily receipts 
summary, filling out an accounts 
receivable register, filling out a 
petty cash slip, completing a bank 
reconciliation statement, and logging 
a payroll ledger. 

Lead students in an activity in which 

thty practice the procedures 

that were demonstrated in Strategy 1. 



RESOURCES 

Kentucky Competency Based Vocational 
Education Module BK-47B, "Keeping 
Financial Records for a Business." 

McFarlane, Ge tting Down to Business: 
What's It All About? pp. 107-122. 



SUGGESTED EVALUATION TECHNIQUE 

Provide students with data and blank forms (Nelson, et al., Owning and 
Operating a Small Business , pp. 58-64; answers, pp. 65-67) to complete a 
business check with stub, a daily receipts summary, an accounts receivable 
register, a petty cash slip, a bank reconciliation statement, and s payroll 
ledger. 



SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Develop a bulletin board display with illustrations of in-house report forms. 
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ENT-026 



InstrMCtor's Final Checklist 



COMPLETING IN-HOUSE REPORT FORMS 



Performqnce Level: All Items must receive a rating of 
ACCOMPLISHED. If any items are rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide if cny learning octivities must, be 
repeated. 



1 


1 


4) 






ll 


ii 


ll 





Tlie student accurately completed the following in- 
house report forms: 

a* Business check with stub 

b. Daily receipts summary 

c. Accounts receivable register 

d. Petty cash slip 

e* Bank reconciliation statement 

f* Payroll ledger 
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Instructor's Guide Sheet 



ENT-027 



COMPUTING BREAKEVEN POINT 



OBJECTIVE 

Given data, use a breakeven formula and accurately determine the breakeven 
point for a business. 



ATTITUDE/ VALUE TO BE DEVELOPED 

The student will appreciate that being able to compute a small business 's 
breakeven point can aid in making rational decisions concerning the business. 



TEACHING STRATEGIES 

Have students read materials on 
computing a breakeven point. 



Demonstrate with one set of data 
the results one would get using 
a profitgraph and a breakeven point 
formula. Have students compare 
the results. Ask them why a profit- 
graph could be a versatile tool in 
planning and control. Have them give 
examples of how a profitgraph may be 
used. 

Lead a discussion on the importance 
of knowing a small business 's 
breakeven point when considering 
expansion or a change in direction. 



RESOURCES 

Osgood, Business Planning Guide , 
pp. 47-49. 

Siropolis, Small Business 
Management , pp. 360-362. 

Small Business Administration, 
"Simple Breakeven Analysis for Small 
Stores." 

Information Sheets, "Profitgraph 
Example," p. 161, and "Profitgraph 
Expressed Using Breakeven Formula," 
p. 162. 



Siropolis, Small Business 
Management, pp 360-362. 



SUGGESTED EVALU/" "N TECHNIQUE 

Provide students with data (p. 163) and have them use a breakeven formula 
accurately calculate the breakeven point for a business. 
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SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Have the chapter treasurer compute the breakeven point for the chapter. Show 
this on a profUgraph. 
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INFORMATION SHEET 

ENT-027 

PROFITGRAPH 



PROFITGRAPH EXAMPLE 



< 

An entrepreneur has been profitably operating a restaurant in a 
whopping center for six years. Her success has encouraged her to think 
seriously about leasing space in another shopping center for a second 
restaurant. Before she can make this decision, she needs to know how many 
customers she must average daily before she begins to make a profit. To 
answer that question, the entrepreneur and her accountant have estimated that: 

- Variable costs will be $0.40 on each $1.00 of sales. 

- Fixed costs will be $36,000 a month. 

- The average customer will spend $10.00 for a meal. 

Using this information, the entrepreneur can construct a profitgraph 
like the one below. As shown, the new restaurant would begin to make a 
profit when its monthly revenues top $60,000— or at least 6t000 customers a 
month. Note that in constructing the profitgraph, the entrepreneur: 

- Drew a straight line parallel to the horizontal axis to show that 

fixed costs ($36,000 a month) would be the same regardless of the 
number of customers patronizing the new restaurant. 

- Drew a second straight line beginning at $36,000 on the vertical 

axis and increasing at the rate of $0.40 per $1.00 of sales or 
$4.00 per average customer to show total costs. 

- Drew a third straight line beginning at zero and increasing at the 

rate of $10.00 per average customer to show total revenues. 

The point at which the revenue and total-cost lines intersect is the point at 
which revenues match total costs. In other words, it is the point at which 
the entrepreneur would make neither a profit nor a loss, but would break even, 



Profitgraph 



Profll 



Variable 
coses 



Fixed 
costs 




: ()(J<) ♦ 000 6.000 H.O(K) 

Number of cuscoraers per month 



10 000 



Taken from Siropolis, Small Business Management , pp. .^^61-362. 
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INFORMATION SHEET 
ENT-027 

BREAKEVEN FORMUU 



PROFITGRAPH EXPRESSED USING BREAKEVEN FORMULA 



A basic breakeven formula 1s: 
s = fc + vc 

where s = breakeven level of sales 1n dollars 
fc = fixed costs In dollars (expenses) 
vc = variable costs in dollars (percent of cost of 

goods sold) 



Using the restaurant figures 

s = total sales needed to breakeven 
fc - $36,000/month 
vc = $.40/$1.00 spent (40%) 

s = fc = vc 
s = $36,000 = .40s 
s - .4 s = 36,000 
.6 s = 36,000 
36.000 

s = 

s = $60,000 needed/month to breakeven 



The average customer spends $10.00 
$60^000 

|-)0 = 6000 customers/month to gross $60,000 
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Takeii from Slropolis, Small Business Manaqfe.nent , -^p. 361-362. 
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SUGGESTED EVALUATION TECHNIQUE 
ENT-027 



DATA FOR BREAKEVEN FORMULA 



Total Sales Needed to Breakeven = ? 
Fixed Costs = $21 ,000/month 
Variable Costs = $.70/1.00 spent {70%) 
Average Customer Spends $7.00 

1. Determine the breakeven point using a Breakeven Formula. 

2. What is the needed customer count to breakeven? 



ANSWERS: 



1. S = fc + vc 

S = $21 ,000 + .70S 
S - .7S = $21,000 
.3S = $21,000 
$21 ,000 
S = -T3 

S = $70,000/month to breakeven 

2. $70,000 

$7.00 = 10,000 customers/month to gross 
$70,000 
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Instructor's Final Checklist 



COMPUTING BREAKEVEN POINT 



Performance Level: Aii items must receive a rating of 
ACCOMPLISHED. If any items ore rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide if any learning octivities must be 
repeated. 




Tht student accurately calculated the breakeven 
point for a business 



[ ] C ] C ] 



1S2 
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Instructor's Guide Sheet 



ENT-028 



CONTROLLING CASH FLOW 



OBJECTIVE 

Without the use of resources, accurately list three reasons for tabulating 
cash flow on a monthly basis. 



AHITUDE/VALUE TO BE DEVELOPED 

The student will appreciate that understanding the concept of cash flow will 
enhance the development of short- and long-term budgetary goals. 



TEACHING STRATEGIES 

Have students read materials on 
controlling cash flow. 



Using a cash flow chart, discuss 
with students the need 
controlling cash flow. 



RESOURCES 

Everard and Burrow, Business 
Principles and Management , 
pp. 253-254. 

Hutt, Creating a New Enterprise , 
pp. 104-106. 

Information Sheet, "Cash Flov. In a 
Small Plant," pp. 167-171. 

Osgood, Business Planning Guide , 
pp. 63-64. 

Petersen and Lewis, Free Ente^ nse 
Today , pp. 232-234. 

Siropolis, Small Business 
Management , pp. 332-334. 

Osgood, Business Planning Guide , 
pp. 63-64, 66-67. 



Provide students with a formula 
for computing a monthly cash flow. 



Hutt, Creating a New Enterprise , 
pp. 104-105. 



SUGGESTED EVALUATION TECHNIQUE 

Have students accurately list three reasonL> for tabulati,ig cash flow on a 
monthly basis. 
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SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Ask chapter members to keep a record of their personal cash flow for three 
months. 
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Summary 

Tht priM ofci^cttw for btMiMM b ta ranriv^ 
That mmm. a flm anat ham taoogk cash l» oaaat ita 
oblIgaliaaa» TUa Aid abawa Um owaar-BMaafaa tear 
tQ plaa far lha amraBaat of caak UmMifii lha b aaia aaa 
and thoa plaa far fatura raqaiiaaiaata. 



Introduction 

"Busineu is booming. This month alone, tha sales 
volume has risen over 50 percent.*' 

Many pwA owner^managers equate growth in sales 
volume with the success of their enterprise. But, many 
of thesa soKiailed "successful" businesses are becoming 
insolvent because they do not have enough cash to meat 
the needs of an increasing sales volume. For, without 
cash* how can tha business pay its bills, meet its p4yroU 
requirements, and purchase merchandise for the in- 
creased sales demand? 

A business must have enough cash to meet its legal 
obligations and a^oid becoming insolvent. This is a 
primary business objective that may override other ob- 
jectives, such as sales volume. What good is additional 
sales volume if you*re out of business? 

Sufficient cash is one of the keys to maintaining a suc- 
cessful business. Thus, you must understand how cash 
moves or flows through the business and how planning 
can remove some of the uncertainties about future re- 
quirements. 



Cash Flow 

Cash Cycle. In any business there is a continual cycle of 
e'^ents which may increase or decrees^ the cash 
balance. The following diagram is used to illustrate this 
How of cash. 

C^sh is decreased in the acquisition of materials and 
services to produce the finished goods. It is reduced in 
paying off the amounts owed to suppliers: that is, ac- 
counts payable. Then, inventory is sold and these sales 
generate cash and a.; .ounts receivable; that is. money 
owed from customers. When customers pay. accounts 
receivable is reduced and the cash account increases. 
However, the cash flows are not necessarily related to 
the sales in that period because customers may pay in 
ihe next period. 



INCREASE IN 

CASH 




Cash 



DECREASE IN 
CASH 



Inventory 




Accounts 
Payable 



Production 



Net Working Capital. Current assets are those resources 
of cash and those assets which can be converted to cash 
within one year or a normal business cycle. These in- 
clude cash, marketable securities, accounts receivable, 
inventories, etc. Current liabilities^ are obligations which 
become due within one year or a normal business cycle. 
These include accounts payable, notes payable, accrued 
expenses payable, etc. You may want to consider cur- 
rent assets as the source of funds which reduce current I 
liabilities. 

One way to measure the flow of cash and the firm s 
ability to maintain i^s cash or liquid assets is to compute 
working capita]. It is the difference between current 
assets and current liabilities. The change in this value 
from period to period is called net working capital. For 
example. 



Current Assets, 
less Current Liabilities 

Working Capital 

Net Working Capital Increase (Decrease) 



19 X 1 
SI 10.000 
- 70.000 
40.000 



19 X 2 
S200.000 
-112,0 00 
88J0O 



S48.000 



Net working capital increased during the year, but we 
don't know how. It could have been all in cash or all in 
inventory. Or, it may hBve resulted from a reduction in 
accounts payable. 

Cash Flow Statement While net working capital shows 
only tho changes in the current posttlrn. a "flow** state- 
ment can be developed to explain the changes that have 
occurred ir any account during any time period. The 
cash flow statement is an analysis of the cash inflows 
and outflows. 



ERLC 



168 



IPG 



Thm abiUty to fowctst ouh rtcisirtiMttU is Indttd • 
meli of btcomln» a mow •fflcitnt nuuuftr. If you ctn 
dettrmiM tho cwh rtquirwMnti for any p«rioA you 
can wtablUb a bank loan In advaaca. or you can raduca 
othar currant ajMt accouiiU ao that the caah will ba 
mada availabte. Also* whan you hava axcasa cash, you 
can put this cash into producUva usa to earn a return. 

The change in the cash account can ba readily date^ 

mined if you know net working capital and the changes 
in current liabilities and current a^tj other than cajh. 



Let 

NWC 

CA 

CL 
cash 



be net working capital 

be the change in current assets other than 

cash 

change in current liabilities - 
be the change in cash 



Because net working capital is the difference between 
the change in current assets and current liabilities. 

NWC - CA + cash - CL 
cash - NWC - CA + CL 

This relationship states that if we know net working 
capital (NWC). the change in current liabilities (CL). and 
the change in current assets less cash (CA less cash), we 
can calculate the change in cash. The change in cash is 
then added to the beginning balance of cash to deter- 
mine the ending balance. 

Suppose you forecast that sales will increase $50^000 
and the following will correspondingly change: 



Receivables 
Inventory 
Accounts Payable 
Notes Payable 



increase by $25,000 
increase by $70,000 
increase by $30,000 
increase by $10,000 



counts payable, receivables, etc.* than net working 
capitaL To forecast this net working capital account 
you must trace the sources and application of funds. 
Sources of funds increasa working capital. Applicationa 
of hinds decrease working capital The difference b^ 
tween the sources and applications of funds is the net 
working capital. 

The following calculation is based on the fact that the 
balance sheet is indeed in **balance." That is. total 
assets equal total liabilities plus stockholders' equity. 



current noncurrent 
assets assets 



current long-term 
■ liabilities liabilities* ^^'^ 



Rearranging this eq*:ition: 



current 
assets 



current 
liabililties 



lorn^-terro^ _ noncurrent 
liabUitiea assets 



Because the left-hand side of the equation is working 
capital, the right-hand side must also equal working 
capitaL A change to either side is the net working 
capital. If long-term liabilities and equity increase or 
noncurrent assets decrease, net working capital in- 
creases. This change would be a source of funds. If non- 
current assets increase or long-term liaVilities and equity 
decrease, net working capital decreasei. This change 
would be an appi' 'ation of funds. 

Typical sources of funds or net working capital are: 



Funds provided by operations 
Disposal of fixed assets 
Issuance of stock 

Borrowing from a long term socrce 



Using net working capital of $48,000. what is the 
projected change in cash? 

cash - NWC - CA > CL 

« 48.000 - 25.000 - 70.000 + 30.000 + 10.000 
- - 7.000 

Conclusion: Over this time period, under the condition 
of increasing sales volume, ca^h decreases by $7,000. Is 
there enough ^ash to cover this decrease? This will de- 
pend upon the beginning cash balance. 

Sources and Application of Funds. At any given level of 
sales, it is easier to forecast the required inventory, ac- 



To obtain the item, funds provided by operations," sub- 
tract all expense items requiring funds from all revenue 
that was a source .if funds. You can also obtain this 
result in an easier manner: add back expenses which 
did not rc^iUlt in inilows or outflows of funds to 
reported .let income. 

The most common nonfund expense is depreciation, the 
allocation of the cose of an asset as an expense over the 
life of the asset against the future revenues produced. 
Adjusting net income with depreciation is much 
simplier than computing revenues and expenses which 
require funds. Again, depreciation is not a source 
funds. 
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Th« typicti applicatioiu of funds or net working ciptUl 
are: 

PurchaM of fixed assets 
Payment of dividends 
Retirement of long-term liabilities 
Repurchase of equity. 



The following is an example of how sources and ap* 
plications of funds may be used to determine net work- 
ing capital. 

Statement of Sources k Applications of Funds 



Sources of Funds: 
From Operation 
Net Income 

Add Back Depreciation (noncash item) 



Issuance of Debt 
Issuance of Stock 



Applications of Funds: 
Purchase of Plant 
Cash Dividends 



Net Working C?-* ,tal Increase (Decrease) 



SIO.OOO 
15.000 
25.000 



175,000 
3.000 
$203,000 



140.000 
15.000 
155,000 



S48.000 



Planning For Ca^b Flow 

Cash flow can bo used not only to determine how cash 
nowsd through the business but also as an aid to doter* 
mine the exceta or shortage of cash. Suppose your 
analysis of cash flow forecasts a potential cash deficien* 
cy. You niay then do a number of things, such as: 



Increase borrowings: loans, stock issuance, etc. 

Reduce current asset accounts: reduce receivables, 
ventory, etc. 

Reduce noncurrent assets; postpone expanding the 
facility, sell off some fixed assets, etc. 



By using a cash flow statement you can determine if 
sufficiant funds are available from financing activities, 
show funds generated from aU sources, and show how 
these funds were applied Using and adjusting the ^nfo^ 
mation f^ained from this cash flow analysis wUl help you 
to know lu advance if there will be enough cc ih to pay 



Suppliers' bills 
Sank loans 
Interest 
Dividends. 



Statement of Cb mget in Finaaciat Pot ition. This state- 
ment combines two statements previously discussed: the 
statement of sources and application of funds and the 
changes in working capital accounts. This statement 

can be converted into a cash flow statement by solving Planning Aid 
for cash as the unknown, as shown below. 



Ciireful planning will insure a sufficient amount of cash 
to meet future obligations on schedule which is essentiai 
for the **successfur* business. 



Cash Flow Statement 

Sources of Funds 
Applications of Funds 
Net Working Capital 
Less: 

Increase in Receivables 
Increase in Inventory 

Plus: 

Increase in Accounts Payable 
Increase in Notes Payable 
Cash Flow 



25.000 
70.0 



30.000 
10.000 
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S203.000 
155.000 
$ 48.000 



- 95.000 
-47.000 



40.000 
$ -7>000 
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The following example is presented to help you develop 
a cash flow analysis. Of course, all names are fictitious. 

During the next month. Irene Smith, owner-manager of 
Imagine Manufacturing, expects sales to increase to 
310,000. Based on past experience, she made this 
forecast: 



Net income to be 9% of sales 
Incc ne taxe<) to be 3.2% of sales 
Accounts fCCiaivable to increase 
Inventory to increase 
Accounts payable to increase 



5 900 
320 

5 10[ 



3 JO 



18. 




Her beginning cash balance is $3,000 and she plant to 
purchase a piece of equipment for $1,500. What is her 
cash f)ow? 

Cash Flow Analytia 



Sources of Funds: 
Ne» Income 

Add Back Depreciation 



Application of I^unds: 
Addition to Fixed Assets 
Payment of Taxes 

Net Working Capital Increase (Decrease) 

Working Capital Accounts: 
Less Change in 
Inventory 

Accounts Receivable 
Plus Change in 
Accounts Payable 
Caih F!ow 

Plus Beginning Cash Balance 
Equals Ending Cash Balance 




80 



S- 2,000 
-5.000 

3,000 
$-3.920 

3.000 
S -920 



Assuming Irenc^'s forecast is correct, she has a cash 
need of $920 next month. If she cannot borrow the addt 
tional funds, she must eiiher reduce sales, which may 
reduce profits, or find another source of cash. Sht can 
now use her cash flow analysis to try to determine a" 
source of funds or a reduction in the application of 
funds. An easy solution is to postpone the purchase of 
the eq^iipment. This would increase her cash flow by 
$1,500, more than anough for a positive cash balance at 
the end of next month. 
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ENT-028 



Instructor's Final Checklist 



CONTROLLING CASH FLOW 



Performance Level: All items must receive a rating of 
ACCOMPLISHED. If ony items ore rated NO^ 
ACCOMPLISHED, the student and the instructor 
will decide if any learning octivities must be 
repeated. 





1 














I 












II 









The student accurately listed three reasons for 
tabulating cash flow on a monthly basis .... 



[ ] [ ] [ ] 
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Instructor's Guide Sheet 



ENT-029 



ESTABLISHING CREDIT POLICY 



OBJECTIVE 

Without the use of resources, list with lOOS accuracy three advantages and 
three disadvantages of extending credit to customers. 



ATTITUDE/VALUE TO BE DEVELOPED 

The student will appreciate that credit to customers must be handled 1n a 
systematic, businesslike way for it to be advantageous to a business. 



TEACHING STRATEGIES RESOURCES 

Have students define policy. Bittel, What Every Supervisor 

Should Know , pp. 119-124^ 

Everard and Burrow, Business 
Principles and Management , 
pp. 473-474. 

Information Sheet, "A Policy 
Is . . p. 175. 

Massie and Douglas, Managing: A 
Contemporary Introduction , 
pp. 232-234. 

Spears and Vaden, Foodservice 
Organizations: A Managerial 
and Systems Approach , pp. 59-60. 

Conduct the following sequence of 
activities to help students under- 
stand the Importance of policy 
statements to small business. 

1. Ask students the following 
questions: What groups do you 
be.ong to that have policies? 
What pclicfes do they have? What 
would happen if they did not have 
these Dolicies? 
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2. Have students obtain a copy of the 
school's policy statements. Dis- 
cuss the Importance of policy In 
an organization such as a school. 
Have each student write a policy 
statement that he/she would add to 
the school's policy statements. 
Have each student share the policy 
statement. 



3. Have students read about credit 
policy. Lead a discussion on 
the importance of policy state- 
ments to a small business. 



Have students read materials on 
credit. 



Have students Interview parents 
on the number and kinds of credit 
cards they have and on their 
opinions of using consumer credit. 

lead a discussion on the advantages/ 
disadvantages of a small business 
extending credit to its customers. 



Everard and Burrow, Business 
Principles and Management , 
pp. 313-315. 

Samson, et al.> Retail 
Merchandising , pp. 148-157. 

Everard and Burrow, Business 
Principles and Management , 
pp. 304-313, 315-320. 

Nelson, et al.. Owning and 
Operating a Small Business , 
pp. 85-88. 

Warmke and Wyllie, Consumer 
Economics , pp. 121-125, 139-152. 

Everard and Burrow, Business 
Principles and Management , p. 322, 
Number 3. 



Nelson, et al.. Owning and 
Ope rating a Small Business , 
p 85-88. 



SUGGESTED EVALUATION TECHNIQUE 

Have students list with 100% accuracy three advantages and three 
disadvanta(jes of extending credit to customers. 



SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Ask a local/area banker to present a chapter program on credit policies and 
collection procedures. 
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INFORMATION SHEET 
ENT-029 



A POLICY IS . . 

1. a broad based guide for decision making. 

2. determined by the goals and objectives of the organization. 



3. established by management to guide and direct everyone In the 
organization. 



4. important for any organization that wants and needs controls. 



5. followed by procedures or methods of implementation. 
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Instructor's Final Checklist 



ESTABLISHING CREDIT POLICIES 



Performance Level: All iterm must receive a rating of 
ACCOMPLISHED. If ony items ore nted NOT 
ACCOMPLISHED, the student ond the instructor 
will decide if any learning activities must be 
repeated. 





shed 














ll 


ll 













The student listed with 100% accuracy three 

advantages of extending credit to customers [] [] [] 

The student listed with 100% accuracy three dis- 
advantages of extending credit to customers [ ] [] [] 
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Instructor's Guide Sheet 



ENT-030 



IDENTIFYING LAWS AND REGULATIONS AFFECTING SMALL BUSINESS 



OBJECTIVE 

Without the use of resources, accurately 11st and explain three laws or 
regulations which affect small business operation. 



AHITUDE/VALUE TO BE DEVELOPED 

The student will appreciate that laws and regulations affecting small 
business are for the protection of the business and Its customers. 



TEACHING STRATEGIES 

Have students read materials on 
laws and regulations affecting 
small business. 



Lead students In Identlfving 
federal, state, and local agencies 
that regulate business. Have 
students write why each agency 1s 
Important to business. 

Invite government regulatory agency 
representatives (e.g., health 
department, zoning board. Internal 
Revenue Service) to explain the 
laws and regulations administered 
by their organizations that affect 
small business. 

Provide students with a list of six 
areas of government regulation that 
specifically affect small business. 
Divide the students into six groups. 
Assign each group one regulation to 
research and present a report to the 
class. 



RESOURCES 

Everard and Burrow, Business 
Principles and Management , 
pp. 64-78 

Information Sheet, "Legal Issues," 
p. 179-180. 

Mietus, et al.. Applied Business 
Law, pp. 141-153. 

Siropolis, Small Business 
Management , pp. 200-202. 

Mietus, et al.. Applied Business 
Law." pp. 151-152. 



Siropolis, Small Business 
Management , p. 201 . 
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SUGGESTED EVALUATION TECHNIQUE 



Have students accurately 1i:-t o n three laws or regulations which 

affect small business opevat^or 



SUGGESTION TO STUDENT ORGANIZATIOfJ FOR ?,ELATED ACTIVITY 

Invite an attorney to present the legalities Involved in developing and 
maintaining a small busines;>. 
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INFORMATION SHEET 
ENT-030 



LEGAL ISSUES 

I. Dealing with legal Issues affects all entrepreneurshlps. 

A. Small entrepreneurshlps may not have many legal Issues. 

1. A sole-proprietor will have Income tax and Social Security. 

2. A busl.ness permit may be needed. 

3. Thtire may be local /area laws. 

4. Home business may have special laws. 

B. Large entrepreneurshlps will have many laws to consider. 

1. There will be contracts with other businesses and with 
employees. 

2. There will be laws about Interstate commerce. 

3. There will be laws about partnerships, corporations, and 
stockholders. 

II. There are many laws at all levels of government. 

A. These laws help protect the American free entrrprls* economic 
system. 

B. The government protects employees. 

1. Equal Employrrient and Opportunity Act. 

2. Fair Labor Standards. 

3. Occupational Safety and Health Act. 

4. National Labor Relations Act. 

C. The government protects the environment. 

1. Environment Protection Agency. 

2. Anti -pollution Acts. 
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D. The government protects the consumer. 

1. Product/servlcCi regulations. 

2. Advertising regi'atlons. 



Adapted from Hiatt, Introduction to Entrepreneurship , p. 325-329. 
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ENT-030 



Instructor's Final Checklist 



IDENTIFYING LAWS AND REGULATIONS AFFECTING SMALL BUSINESS 



Performance Level: All Items must receive a rating of 
ACCOMPLISHED. If any items ere rated NOT 
ACCOMPLISHED, the student and the Instructor 
will decide if ony learning activities must be 
repeated. 





1 

shed 














ll 


ll 













The studeni accurately listed three laws or requlations 
which affect small business 



[ ] [ ] [ ] 
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Instructor's Guide Sheet 



ENT-031 



COMPLETING TAX FORMS 



OBJECTIVE 

Given data and blank small business tax fonrs from the Internal Revenue 
Service's Small Business Tax Workshop Workbook , complete the forms in 
accordance with the internal Revenue Service regul at i ons . 



AHITUDE/VALUE TO BE DEVELOPED 

The student will appreciate the importance of accuracy in gath Ting and 
reporting taxable items when completinj tax forms • 



TEACHING STRATEGIES 

Have students read materials on 
business taxes. 



RESOUR..S 

Everard and Burrow, Business 
Principles and Management , 
pp. 73-78. 

Information Sheet, "Getting the 
Facts for Income Tax Reporting," 
pp. 185-188. 

l.asselle. Recordkeeping; The Total 
Concept , pp. 603-611. 

Petersen and Lewis, Free Enterprise 
Today , pp. 332-396. 

Samson, et al.. Retai l 
Merchandising , pp. 492-495. 

Siropolis, Small Business 
Management , pp. 535-551. 



Warmke and Wyllie, Consumer 
Economics , pp. 376-387. 

Discuss with students the three Everard and Burrow, Business 

most common types of business Prin^ip^es and Management , 

taxes, i.e., income, sales, and pp. 76-77. 

property. 

Invite an accountant to present 
examples and explain the necessary 
y'Ccofds to keep for income, sales, 
an J property taxes. 
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Have a tax expert Identify and 
explain the tax laws which affect 
small business. 



Have an accountant or tax consultant 
lead the students in filling 
out the federal and state tax forms 
which are necessary for small 
business owners/operators. 



Internal Revenue Service, 
"Information for Business Tax 
Payers," Bulletin Number 583, 
and ''Eiiiployment Taxes," Bulletin 
Nuinber 539. 



SUGGESTED EVALUATION TECHNIQUE 

Provide students with data and blank small business tax forms (Internal 
Revenue Service, Small Business lax Workshop Workbook ). Have them complete 
the forms in accordance with Internal Revenue Service Regulations. 

SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Sponsor a Tax Help Day fo>^ anyone needing assistance with the completion of 
tax forms. 
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Summary 

Whflc lh« fact* 9M in psro|wr imkav FiMbrsk Ibcom 
tax rtiwrtios it fiMtly •i»?Ufl«d. Proper mordkMi^ 
log proctdtiM an tJi# k&f to accaoiaiatiiit Um infoi^ 
matioa aacaaaary for compuUiii Ibo ratara acbodoko 
and Uia tax. 

Althoogh no tpaeunc rocorda aro raqoirod by iho Intai^ 
nal Ravaaoo Sarvica* tlM owaaf^aaaafar of a tmall 
buainaaa mvul bo abia to proro tbo stataaaata mada oc 

tha tax ratam. TUa Aid givoa i on«Mtioiia oa boob* 
kaaping tacbiiiqiiaa that can affect taxaa aa wall aa 
simplify tha task of accomalating nacataary infomuh 

tion* 



April 15— Income Tax Day— is a mirror that reflects all 
the business days of the year for sole proprietors and 
partners. It is a confused reflection for some owner* 
managers of small firms because of poor recordkeeping. 
It is a clear reflecton for other owne^managers because 
of good recordkeeping. 

Day oy dsy. week by week, and month by month, pood 
records accumulate the facts you. the owno^manag0r. 
need for income tax reporting. These facts help you to 
report your income tax properly, to take proper tax 
deductions, and to back up that report should you be 
asked to do so. 



No Set Records Required 

The Internal Revenue Service (IRS) prescribes no 
specific accounting records, documents, or systoms. 
However, the IRS requires that you maintain permanent 
books of account or records which can be used to iden- 
tify your firm's income, expenses, and deductions. 
Where inventories are factors in determining income 
correctly, or when travel and entertainment deductions 
ere taken, special supporting details are required. 

Although IRS requi'^es no particular form of records, 
your record must he accurate and reflect taxable income 
and allowable deouctions. Records must also be kept so 
they are available for inspection by IRS officers. 

In .-nost tax matters, the burden of proof lies with the 
taxpayer. Therefore, youi .ecords must reflect all your 
income and all your expenses, jnst in case they are in- 
spected by an IRS agent. Otherwise. IRS may disallow 
any deductions which you have n^^ide and cannot 
substantiate. As a result, you may h.*ve u make an addi- 
tional tax payment. 



In addition* if you have adequate records, all the facts 
you need for filing a tax return are easily accessible. 
You are less likely to make a late filing for which there 
are severe charges and penalties. Moreover, ycu remove 
any suspicion of vnllful negligence and fraud for which 
a person can be fined or imprisoned. 

A Simple System 

If your small business is a sole proprietorship, you can 
use a simple set of records to capture facts for income 
tax reporting. Such a system consists of a check book, a 
cash receipts journal, a cash disbursem^^nts journal, and 
a petty cash fund. 

Check Book. All funds that pass in and out of your 
store or service shop should go through a checking 
account which you set up for your business. (The 
owner*manager should handle personal expenses in a 
separate checking account.) When used with your other 
records, the check book helps you to prove how much 
money was handled, how much was taxable income, 
and what amounts were deductible for income tax 
reporting. You should reconcile your bank statement 
monthly, using the proof totals from your receipts and 
disbursements journals to check your work. 

Cash Receipts Journal* All receipts should be entered in 
a receipts journal. In this manner, income that is not 
realized from sales—for example, advertising 
allowances— is separate fron: receipts that have to be 
reported as "gross receipts or gross sales.** Sales taxes 
wnich you collect for the local or State government 
should also be kept separate because they are not 
business income. 

Cash Disbursements Journal. All funds th.Ht are paid 
out should be recorded in a cash disbursemer.ts. pur- 
chases, and expense journal. The best practice is to 
enter daily in this journal each check you write. Each 
entry should show the nature or clasification of the 
disbursement— merchandise, office supphes. rent and 
employee wages, to mention a few examples. You can 
summarize the expense classifications by extending 
each entry in.j a column monthly. This type of journal 
may be "treated by either posting each check stub 
regidarly to a line in the journal or by using one of the 
'*one-write*' pe^^-^oards which are availabl« from several 
commercial suppliers. 

Petty Cash Fund* You should keep a petty ca.)h fund 
with voucher slips to document each expenditure. In 
this manner, yoi' can prove that cash oxpen- 
dttures— those of an amount too small to justify writing 
a check— are deductable for tax filing. A petty cash fund 
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also eliminates yoiir peyi&g for miscellineous snuU ex- 
penses out of your own pocket 

Other Records 

Under even the simpliit system, a flxed asset record is 
needed In this manner, you record all equipment 
buildings, vehicles. ai\d other depreciable asset* 

In addition, there is a variety of depreciation techniques 
such as accelerated methods and special "first year" ad- 
ditional depreciation which, in some cases, should be 
used to defer or reduce tax costs. {Investment cred** ap* 
plicability is also a factor. A good record of your assets 
is essential to plan for and get maxi^^uum tax advantages 
in these areas of fixed assets.) Under the Revenue Pro 
cedure 62*61. depreciation schedules and records must 
be kept for at least as long as the replacement cycle to 
suhstantiate the guideline lives which IRS allows. 

Employeri who withhold taxes from wages have to keep 
addition^ and extensive records. If you have one or 
more employees you may be required to withhold 
Federal income tax from their wages. Your payroll 
records must include the amounts and dates of &;1 
employee wage payments subject to withholding taxes. 
Ycu should keep such records for at least 4 years after 
the date the tax becomes due or is paid, whichever is 
later. 

Corporations and Partnerships. If your business is a 
snail corporation or a partnership, vour records must 
ccver situations that do not exist i.* a sole proprietor- 
ship. In a corporation, the records must show the 
salaries paid to its officers and the dividends paid to 
stockholders. The owner*manager. as an officer of the 
corporation, is responsible for filing an income tax 
return for the company and a personal return to pay in* 
come tax on salary and dividends received from the cor- 
poration. If the busiiiess is a partnershipi it files an in* 
formation return on Form 1065 indicating the income or 
loss assignable to each partner. Each partner then files a 
personal return and includes his or her share of partner- 
ship income with his or her other taxable income. The 
legal form of your organziation can have a substantial 
effect on taxes, and both legal and accounting advice 
will be important in selecting th^ best form of business 
for your particular needs. 



Retaining Records 

You should keep the reco.ds which you use to prepare 
your firm's income tax return. You should keep them as 



long as their contents may become material in the 
administration of anv Internal Revenues law. 

Keep records tha^ jupport an item of income or deduc- 
tion on a tax return until the statute of limitations runs 
out. Usually, the statute of limitations for an incometax 
return ends three years after the return is due or filed, 
or two ye^ from the date the tax was paid, whichever 
occurs later: The major exception to this time period is 
found in casa^ wherv the taxpayer omitted over pei^ 
cent of gross income or filed a false or fraudulent 
return. In many cases, however, you must keep records 
indefinitely. For example, if you change your method of 
accounting, records supporting the necessary 
adjustments may be needed for an indefinite time. 

Among records often considered permanent are cash 
books, depreciation schedules, general ledger* journals, 
financial statements and audit reports. Records to be re- 
tained 6 or 7 years often include accounts payable and 
receivable, cancelled checks, inventory schedules, 
payroll records, and sales vouchers and invoice details. 

Collection of delinquent tax occurs under different turn 
guidelines. Generally, the Internal Revenue Service can- 
not bring collection proceedings for a given taxable year 
after six years have elapsed from the date the liability 
was assessed. . 

Copies of income tax returns should always be retained. 
Retaining records helps ^he taxpayer as well as the IRS 
because it is often to the taxpayer's advantage to use 
carry-back claims and amended returns. In such cases, 
you must be able to prove that your tax returns are cor- 
rert. 



Plan with Records 

As the owner-manager of a small business, you should 
use your records to plan your income tax. The govern- 
ment want.^ you to vay only your legal obligation— no 
more and no less. 

This fact has been bes. expressed by the late Judge 
Learned Hand, who said "Over and over again courts 
have said that there ii nothing sinister in arranging 
one's affairs to keep taxes as low as possible. Everybody 
does so, rich or poor: and all do right, for nobody owes 
any public duty to pay more than the law demands.*' 

Your accounting system should provide a current in- 
dication of the profitability of your business. Thus, your 
records help you to make a sound estimate of taxable in- 
come for the year, and consequently, the projected tax 
bracket of your business. You shoultl review these 
figures at least once each ^'jarter during the year to see 
what, if any, steps you can take to minimize your tax. 
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When making tax payments, it is essenl. ♦het your ac- 
counting system provide a basis for your -nate. 
Whera underpayment has already occurreu. the system 
should substantiate the timing of income to avoid or 
mitigate penalties. 

An employee benefit plan may offer tax advantages For 
the smallest entrepreneur, the self-employed retirement 
deduction can be very beneficial, Howevfe^ as in the 
case of any pension or profit sharing plan, the decision 
of whether or not to adopt such a plan or on what basis, 
depends on what your accounting system projects for 
profits and available ca^h. 



Outside Help 

Unless your barkground includes bookkeeping or ac- 
counting, you oiiould use outside help in setting up your 
records. An accountant can help you determine what 
records to keep and what techniques will insure that 
you don't pay unnecessary tax. 



For example, because of poor records one small owner 
unnecessarily included $30,000 of installment sales as 
taxable income even though they would not be earned 
for 2 or 3 years. At a 22 percent tax ^ate. more than 
$6,500 "extra" taxes were paid. 

Inventory costing is another example of the nsed for 
sound records. Your records should allow ycu to 
substantiate a correct but minimum inLume valuation. 

An accountant can also advise you on the most 
econo.nical way of maintaining records Fcr example, 
some small businesses need only a part-time bookkeeper 
01 can use a bookkeeping service. Still other firms need 
a full-time employee to keep records up-to-date. 

In addition, accountants and lawyers can advise of 
changes in tax laws that may require adiustments in the 
kinds of facts necessary for tax reporting 



C opje> ot this Aid <iiu\ i\\u r puhli atioiib rffp a\ailabi(' trum sttA tor a sm^ 
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Instructor's Final Checklist 



COMPLETING TAX FORMS 



Perfornrtonce Leveh A!l items most receive a ratine of 
ACCOMPLISHED. If any items ere rat#d NOT 
ACCOMPLISHED, the student and the instructor 
will decide if any learning octivities must . be 
repeated. 




The student completed small business tax forms in 
Internal Revenue Service (IRS) Small Business Tax 

Workshop Workbook in accordance with IRS regulations .... L J L J L J 
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Instructor's Guide Sheet 



ENT-032 



BEING A RESPONSIBLE ENTREPRENEUR 



OBJECTIVE 

Without the use of resources, accurately list four ways an entrepreneur can 
demonstrate responsibility. 



AHITUDE/VALUE TO BE DEVELOPED 

The student will appreciate that a successful entrepreneur has personal and 
professional responsibilities and obligations. 



TEACHING STRATEGIES RESOURCES 

Discuss with students responsible Hanson, Entrepreneurship : 

behaviors of successful entrev^r^i- A Career Alternative , pp. 19-22. 
neurs. Ask questions such as; 



success? 

Invite an entrepreneur to share 
responsibi MV-.ies to the 
fol loving groups: customers, 
worke.s, competitors, investors, 
and ',he public. 

Discuss with students the responsible Information Sheet, "Business Life 
behavior shown by entrepreneurs who Insurance," pp. 192-196. 

have burliness life Insurance. 

Invite an insurance agent to present 
the types of insurance important to 
entrepreneurs. 



SUGGESTED EVALUATION TECHNIQUE 

Have students accurately list four ways an entrepreneur can demonstrate 
responsibility. 

SUGGESTION TO SYUDENT ORGANIZATION FOR RELATED ACTIVITY 

Have a chapter meeting on how to be more responsible members of the 
)>^gan1zation. 



To whom are entrepreneurs responsi 
ble? How can bein? responsible 
contribute to an entrepreneur's 



Everard and Burrow, Business 
Principles and Management , 
pp. 15-17. 
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Summary 

BttsiMM Uf« iMvasn provldM protoctioa for th« 
owMMBuafMr itt a •mall Iwiilmaa. WhM aa owaai^ 
minagar diaa, tUa lypa of Inawaaca caa prorlda a 
financial coshion for hia or bar family aai amployaa a , 

Thia Aid dlaenaaaa tha ''what'a" and 'Vliy'a" of 
bttsinata Ufa inattranca aa thtj ap|>Iy to small boaiaaaa 
ownars who ara involvad in aola propriatorahipa, part* 
nenhipa, or small corporationa* 



A sole^proprietorship insurance plan to provide for 
maintenanca of a business upon the death of the sole* 
proprietor* 

A i>artnarship injurance plan to retire your partner's in- 
terest at death and vice versa. 

A corporation insurance plan to retire your 
shareholder's interest at death and vice versa. 

Key employee protection to reimburse for loss and to 
provide a replacement in the event of your key 
employee's death. Such icsurancA helps to prevent a sat- 
back that develops because of losing a vital t^mployee. 

Group plan for employees. A group annuity o;* pension 
plan may be desirable whf^re the number of b'mployees 
is sufficiently large. Where only a few are involved, 
some form oi ic dividual retirement policy could be us- 
ed. with the co&t shared by employer and employees in 
any proportion desired. 



When the life savings of an o^vner-manager are invested 
in a small business, what happens when he or she dies? 
Does the business close? Does the family have to stand 
by and watch those savings go down the drain? 

To a great extent, what happens at the owner-manager's 
death depends on what he or she did before that event. 
You can protect your business and family with business 
life insurance. However, if you are owner-manager of a 
small business, the insurance should be tailored to your 
particular business and the needs of your family. 

You will Want to be certain that business life insurance 
covers every angle of your business. To dc this, check 
with people who know about life insurance and your 
business. Among those who can help are your attorney, 
your accountant, your banker, and your life insurance 
agent or broker. 

Your agent or broker can provide technical advice about 
the arrangement of policies. The others will give you the 
essential information upon which your plan is based. 
They can also help you to see ihat :he legal aspects are 
taken care of. 



Purposes of Insurance 

Business life insurance can be written for numerous 
specific purposes. Chief among these are: 



Reserve for emergencies. Most business life insurance 
plans utilize life insurance which has cash value. This 
cash value, growing over the years, provides the firm 
with a valuable reserve for emergencies in the event of 
any sharp dislocation in business conditions. When 
necessary, the pohcy cash value can be used as the basis 
for loans. 

Where your estate consists entirely of your interest in 
the business, insurance on your life-, payable *o your 
family on your death, provides them with reaay cash 
and aids in liquidating your interest in the business. 

business, 

Keep in mind in preparing a life insurance plan that too 
much weight should not be given to the tax angles 
because they are constantly changing, and a plan set up 
today on the basis of a certam tax advantage may prove 
to be disadvantageous next year. The tax factors should 
be left to the interpretation of the experts. 



Business Life Insurance for 
the Sole-Proprietor 

As was mentioned earlier, life insurance protection pro- 
vides an owner*manager*s dependents or heirs with 
cash representing the sound valuation of the business at 
his or her death. Such insurance can also assure 
business continuity. 

Arranging Your But^.iies^ Policy. There are several 
considerations thai you should recognize, such as: 
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• -making sun^ that yoiir policy »dtquat«ly meets the 
conditioiu of a will or trust agreement if selling or li* 
quiditing your busineta if desired^ 

«-beiDg aware of the need H> select an appropriate 
benaficiary. and 

—determining who is to pay the insurance premiums, 

A most important consideration is who takes ^'custody" 
of your business in case of your death* The owner- 
manager who does not prepare for the future leaves his 
or her family open for confusion and loss. 

Look for problems and provide for ^hem. For example, 
ruppose your business is left to you ^jn or other heir. 
Suppose fiifther that the designated hoir may not be 
capable of running the business. With your knowledge 
and experience you can see friction developing among 
the other heirs or amployees. The heir designate may be 
a minor 

To solve this problem you could consider the possibility 
of an executor taking over The executor might hire a 
manager who may not do the best job possible because 
the manager realizes that the job is temporary. 

If your business is transferred by sale to employees, or 
outsiders, there might be controversy over valuatir»n. 
There might even be trouble over availability of funds to 
carry out the transfer. 

Funds Will Be NeedH. Whichever way you choose to 
dispose of your business, funds will be needed— and 
quickly. Debts, taxes, and administrative costs have to 
be met. Income for your family must be provided. 

Also, if your family is continuing the business and if 
nobody in the family has the necessary experience, 
someone will probably have io be hired to manijge the 
firm. The business will need working capital at least for 
a period of readjustment. 

Possibly your employoea will take over the business. 
They will need funds for the purchase of the business, 
least in part. 

If your business is sold outright, working capital will be 
needed for the transition period. Perhaps some funds 
may be needed to meet the probable discounting of 
assets which may accompany such a sals. 

K««P in mind that the important thing is to tailor 
busmess life insurance to fit your needs. Decide what 
you want to happen to your firm and your family, and 
tnen plan accordingly. 



Business Life Insurancs for 
the Partnersliip 



Unless the partners have provided otherwise, a partner* 
ship dissolves when one of them dies. 

In the absence of legal safeguards to avoid dissolution* a 
partnership automatically diasolves at the death or 
shortly after the death of a partner. For practical pu^ 
poses, the business is finished. The surviving partners 
Isecome ^'liquidating trustees." 

The only business allowed is that of winding up affairs 
of the ):krtnership. If the bu .\ne»4 is continued, the sur- 
viving partners become personally iiable for any losses 
incurred should assets not cover losses. 

One way to avoid \hM difficulties is an adequately 
financed buy«and«sell agreement Such an agreement 
provides for the purchase at i prearranged valuation of 
your deceased partner's interest. Your attorney can 
draw up the necessary papers carrying out the wishes of 
your partrars and you. 

If a buy-and-sell agreement is decided upon, the next 
stop is to fund the arrangement. It can be done through 
life insurance. 

Ways To Set Up Plan. There are various ways of 
establishing your partnership insurance plan, each with 
advantages for particular requirements. 

One plan involves the purchase by each partner of a 
policy on the life of the other partners. Each partner 
pays the premiums. Another plan where there are three 
or more partners is to have the firm buy a policy on the 
life of each partner. 

The question of how m ach premiums each should pay. 
the amount of insurance needed, the beneficiary ar* 
rangements. tax effects, policy assignments necessary, 
comprise a few of the loads of questions involved. 

ValuAtion. The valuation of your partnership is one of 
the most vital of all problems to be met in settmg up a 
partnership insurance. Here you are trymg to set up a 
fciimula under which full value is to be paid the deceas- 
ed partner's heirs at some future time. The formula 
must be equitable and must satisfy all partners or it 
could become the basis of long-running controve.^sy. 

There are many bases of valuation. Simplest is the plan 
which sets an arbitrary value on each partner*^ interest 
m advance. Such a plan avoids later arguments. 
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However, it does not provide for the possibly rapid shift 
in value through gro\vtb of the business. 

If this type of plan is used.jhe formvU^i for settlement 
could finiply be a fixed valuation for goodwill, plus the 
net book value (current value of assets, minus liabilities). 



Corporation BusiQess Life Insurance 

Because the success of a corporation depends largely on 
the abilities of the j>eopl8 who run it. the death of any 
one of them holds the possibility for financial loss to the 
corporation. Life insurance is useful to protect the cor* 
poration against the loss of the services of its ex- 
ecutives. It can also provide funds for their replace- 
ment. 

In dealing v^rith corporation life insurance as it applies 
to small business, the word "corporation" applies 
primarily to the close corporation— one with a few 
stockholders, all of whom usually are actively 'Engaged 
in the management of the business. 

Death of the principal stockholder in a close corporation 
may lead to management or personnel clashes which 
might seriously affect the business. It can cost you in 
the form of credit impairment, or direct loss of business, 
or damage to your employee morale. 

Unless otherwise provided, the deceased stockholder's 
stock becomes a part of the estate and passes into the 
hands of the administrator of the estate during the 
period of settlement. The administrator can vote the 
stock. If it is a controUing interest, he or she could even 
name a new board of directors and take over full con- 
trol. 

Should a principal stockholder die, therefore, many 
questions are raised automatically. 



Will managerrent deteriorate if the heirs stay in? 

Will the heirs have the ready cash needed to meet death 
costs? 



Can money be found by the surviving stockholders to 
buy out the heirs? 

Will adequate income be provided the heirs if they re- 
tain the stock? 

Can a buyer be found for the stock? 

Will the firm's credit stand up under such a strain? 



How long will the whole matter be held in controversy? 

Will the firm's sale hold up? 

Will the employees become resistive? 



The^^e are just a few of the questions that may arise. 
Failure to take proper steps to meet them might readily 
cause serious financial loss and possibly bring the 
business to an end. 

All these questions can be met and the hazard 
eliminated through a stock purchase and sJe agreement 
with life insurance written into it to guarantee the funds 
for carrying it out. Such an agreement determines in ad- 
vance just what will be done upon the death of a 
stockholder. It also makes funds immediately available, 
at that time for accomplishing the objectives of the plan. 

Benefits. The benefits of having such a plan are many. 
Continuity of management without interruption is 
guaranteed. No outsiders can come into the business 
unless agreed upon in advance. 

The cash needed to carry out the purchase of the stock 
is automatically provided on a basis previously agreed 
to as fair. The common causes of friction between heirs 
and surviving stockholders are removed. 

Finally, widows or heirs are not burdened by business 
responsibilities or worries. Having ^ guaranteed price, 
they are protected against shrinkage of stock values. 



Periodic Checkup 

Once an owner-manager has set up an insurance pro- 
gram for his or her business, he or she should check it 
periodically. 

Financial conditions change, tax laws vary m effect, 
valuations of the interest of the owners are never con- 
stant — to mention but a few of the changmg conditions 
that can affect the plan. 

Revaluations should be made whenever ner 3ssary in 
connection with buy-and-sell agreements and partner- 
ship and corporation policies. 

Changes in tax laws suggest a need for a special 
checkup to make certain than your tax angles are ade- 
quately covered. At least once each year, the plan 
should go through this careful screening by your life in- 
surance agent or broker. 
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Results 



A suitable business insurance program can be of value 
to you in many ways. It can, for instance* 



—assure immediate funds to meet taxes, debts, and ad* 
ministrative expenses. 

—provide income for your heirs. 

—equitably distribute the property value to your heirs. 

—enable your executor, administrator, or trustee to 
dispose of the business to the best advantage if the fami- 
ly is not taking over. 

—put your family on sound financial footing if it is 
assuming direction of your business. 

—stabilize the credit of your business, and 

—help to maintain good employee relations by 
. eliminating uncertainties and hazards. 
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Instructor's Final Checklist 



BEING A RESPONSIBLE ENTREPRENEUR 



• 



Performance Levels All ItenDs must receive a rating of 
ACCOMPLISHED. If any items ere rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide if any learning activities nwst iDe 
repeated. 
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The student accurately listed four ways an entrepreneur 
can demonstrate responsibility 



[ ] [ ] [ ] 
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Instructor's Guide Sheet 



ENT-033 



DETERMINING INVENTORY NEEDS 
OBJECTIVE 

Without the use of resources, accurately describe a product or service to be 
sold by a small b^islness and list the necessary beginning inventory In 
accordance with the Instructor's Final Checklist. 

ATTITUDE/VALUE TO BE DEVELOPED 

The student will appreciate the Importance of having appropriate Inventory. 



TEACHING STRATEGIES 

Have the students read materials 
on product and service 
inventory. 



RESOURCES 

Everard and Burrow, Business 
Principles and Management , 
pp. 176-181. 

McFarlane, Getting Down to Business ; 
What's It All About? pp. 76-78. 

SlropoHs, Small Business 
Management , pp. 508-514. 



Invite a small business owner/ 
operator to share the process of 
determining the Inventory he/she 
stocks. 

Divide students Into small groups. 
Have each group select a small business 
and write a short description of the 
product or service It sells. Have each 
group develop a list of beginning 
Inventory Items. Lead the students In 
group discussion following each group's 
report. Ask questions such as: How 
did you decide the necessary Inventory 
items? Why is it Important to be 
familiar with your product/service when 
determining necessary beginning inventory 
items? 



SUGGESTED EVALUATION TECHNIQUE 



Have each student accurately describe a prjduct or service to be sold by a 
small business and list the necessary beginning Inventory in accordance with 
the Instructor's Final Checklist. 



SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Determine the Inventory needed for a chapter/school small business project. 
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Instructor's Final Checklist 



DETERMINING INVENTORY NEEDS 



Performance Level: All items must receive a rating of 
ACCOMPLISHED. If any items ore rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide if any learning activities must, be 
repeated. 



1 
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The student: 

a. Described a product or service to be sold by a 

small business [] [] [] 

b. Determiiied supplies necessary for making the 

product or supplying the service [] [] [] 

c. Estimated the appropriate quantity of the 

necessary supplies [] [] [] 
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Instructor's Guide Sheet 



ENT-034 



SELECTING SUPPLIERS 



OBJECTIVE 

Knowing the product or service to be available through a given small 
business, accurately list three local/area suppliers, and give one customer 
service provided by each. 



ATTITUDE/VALUE TO BE DEVELOPED 

The student will appreciate the importance of considering the customer 
services offered by suppliers. 



TEACHING STRATEGIES 

Provide students with information 
on selecting suppliers. 

Lead students in developing criteria 
for selecting suppliers. 

Have each student select a business. 
Have students use local /area tele- 
phone directory yellow pages and 
knowledge of local /area business as 
a basis for developing supplier 
lists for their businesses. 

Invite a purchasing agent to explain 
the importance of supplier services 
to the total purchasing operation. 

Have students contact various local/ 
area suppliers to determine customer 
services each provides. 



RESOURCES 

Information Sheet, "Guidelines 
for Selecting Suppliers," p. 204. 



SUGGESTED EVALUATION TECHNIQUE 



Provide students with a product or service name. Have them accurately 
name three local/area suppliers and give one customer service each 
provides. 

SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 



Investigate and list all possible local/area suppliers for a chapter/school 
small business project. 
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INFORMATION SHEET 
ENT-034 

GUIDELINES FOR SELECTING SUPPLIERS 

1. List all possible suppliers. 

2. Narrow list by looking closely at product quality, price, and supplier 
services. 

3. Determine purchasing policy of business. 

4. Determine the buying plan. Determine to use either buying plan a or b. 

a. The buyer selects a supplier first and they work together to meet 
the buyer's needs. 

b. The buyer prepares product specifications (precise, formal statements 
of all the characteristics in a product required to fill specific 
production needs) and then uses bid buying procedures. 

5. Assess the supplier's willingness to participate in the buying plan. 

6. Determine the special services offered to customers. 

a. Delivery schedule. 

b. Special deliveries. 

c. Credit terms. 

d. Minimum order requirements. 

e. Lead time (the time between the order placement and the delivery 
of the product). 

f. Returns policy. 

g. Substitution policy. 

h. Consulting service. 



Adapted from Stefanclli, Purchasing; Selection and Procurement for the 
Hospitality Industry , pp. 153-166. ~" 
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Instructor's Final Che':klist 



SELECTIN' SUPPLIERS 



Performance Level: All items must receive a rating of 
ACCOMPLISHED. If ony items ore rated NOT 
ACCOMPLISHED, the student end the instructor 
will decide if any learning activities must be 
repeated. 



The student accurately named three local/area suppliers 
for a given product or service 



The student accurately gave one customer service 
provided by each local/area supplier 



[ ] [ ] [ ] 
[ ] [ ] [ ] 
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Instructor's Guide Sheet 



ENT-035 



DETERMINING ORDER PLACEMENT GUIDELINES AND PLACING ORDERS 
OBJECTIVES 

(1) Without the use of resources accurately write five order placement 
guidelines. 

(2) Given a list of five items to order and a blank purchase order form, 
complete the form in accordance with the Instructor's Final Checklist. 

AHITUDES/VALUE TO BE DELIVERED 

The student will appreciate the importance of accurate order placement. 

TEACHING STRATEGIES RFSOURCES 
Objective 1 

Have students read materials Everard and Burrow, Business 



Invite a purchasing agent, buyer, 
or owner/operator of a small 
business to explain the ordering 
procedure for the business. 

Lead students in developing guidelines 
for placing orders. 

Objective 2 

Define purchase order. Have students McFarlane, Getting Down to Business : 
obtain one or more purchase order What's It All About ? pp. 78-79. 

forms from local/area businesses. 

Demonstrate to students the correct 
procedure to follow when filling out 
a purchase order. 



on ordering products. 



Principles and Management , 
pp. 181-182. 



Samson, et al.. Retail 
Merchandising , pp. 255-256. 



Siropolis, Small Business 
Management , pp. 512-513. ^ 




SUGGESTED EVALUATION TECHNIQUES 



(1) Have students write five order placement guidelines. 

(2) Provide students with a list of five items to order and a blank purchase 
order form (p. 209). Have them complete the form in accordance with the 
Instructor's Final Checklist. 



SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Have a committee develop the Inventory needed for a chapter/school small 
business project, select the suppller(s), and place the order(s). 



201 



erIc 



SAMPLE PURCHASE 



ORDER 



Page 1 of 



Purchasing 
Official 



VENDOR'S 
COMPLETE 
MAILING 
ADDRESS 



COMPANY NAME 
AND COMPLETE 
MAILING ADDRESS 

SHIP TO: 
(If different 
than above) 




Purchase Order No. 71982 



Order Date 


Required Delivery Date 






ACCT. 1 


P.O. # 


Terms 


Deliver on 
or Before 


Vendor No. 



ITEM 
NUMBER 



PRODUCT DESCRIPTION 




QUANTITY 



Amour 



t in last CO umn is thr 



UNIT 
PRICE 



EXTENDED 
PRICE 



total cost 



AUTHENTICATION STAMP 



/UThOftlZED PUftCHASlW 
AGENT SIGNATURE 



AUTHORizet) mm 

SIGNATURE 



"dSTT 



DATE 



ERIC 



209 



202 



ENT-035 



InstrMCtpr's Final Checklist 



DETERMINING ORDER PLACEMENT GUIDELINES AND PLACING ORDERS 



Performance Leveh AH items must receive a rating of 
ACCOMPLISHED. If ony items ere rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide if any learning octivities must be 
repeated* 



Note to Instructor ; For a one-semester course, use the 
checklist statement (s) for Objective L For a one-year 
course, use the statement(s) for both objectives. 

Objective 1 

The student accurately wrote five order placement 
guidelines 

Objective 2 

The student put the following information on a blank 
purchase order form: 

a. Names and addresses of both buyer and seller . < 

b. Date of order 

c. Quantity of product ordered 

d- Description of product 

e. Unit cost of product 

f. Extension of cost of product 

g. Total cost of order 

h. Delivery date 

i- Signatures of both buyer and seller 



[ ] [ ] [ ] 
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Instructor's Guide Sheet ENT-036 
DETERMINING RECEIVING GUIDELINES AND RECEIVING ORDERS 



OBJECTIVES 

(1) Without the use of resources, accurately wr1ie four order receiving 
guidelines. 

(2) Without the use of resources, accurately define product rotation, product 
dating, and product quality checks. 



AHITUDE/VALUE TO BE DEVELOPED 

The student will appreciate that inventory control Is more efficient when 
appropriate receiving procedures a*"e used. 



TEACHING STRATEGIES 
Objective 1 

Have students read materials on 
receiving products. 



Invite a receiving agent or an owner/ 
operator of a small business to share 
the receiving procedure for the 
business. 

Lead students in developing guide- 
lines for receiving orders. 

Objective 2 

Define invoice. Provide students with 
sample invoice forms from local/area 
businesses. 

Have a receiving agent or an owner/ 
operator of a small business explain 
product rotation, product dating, and 
product quality checks. 



RESOURCES 



Everard and Burrow, Business 
Principles and Management , 
pp. 182-187. 

Information Sheet, "Essentials for 
Good Receiving," p. 213. 

Samson, et al.. Retail 
Merchandising , pp. 416-425. 
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SUGGESTED EVALUATION TECHNIQUES 

(1) Have students accurately write four order receiving guidelines. 

(2) Have students accurately define product rotation, product dating, 
and product quality checks. 

SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Have a committee serve as a receiving agent for chapter activities products. 
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INFORMATION SHEET 
ENT-036 








ESSENTIALS FOR GOOD RECEIVING 






1. 


Trained personnel should be placed In charge of receiving product. 




- 


2. 


Proper receiving equipment Is a must; It varies according to the products. 






3. 


Proper receiving facilities are necessary. The area should have adequate 
lighting, be large enough to accommodate deliveries, and be convenient 
for thfj delivery people and receivers. 






4. 


Proper receiving hours should be scheduled. 






5. 


A copy of all the purchasing forms snould be available to the receiver 
as a reference. 






6. 


A copy of the purchase order should be handy. 




• 








i * 
< * 


Adaoted from StefanelH. Purchaslnq: Selection and Procurement for the 
Hospital 1ty Industry, pp. 197-198. 




$ 

Ir o • 
feERlC 




213 2n8 


1 



Instructor's Final Checklist 



ENT-036 



DETERMINING RECEIVING GUIDELINES AND RECEIVING ORDERS 



Performance Level: All items most receive a rating of 
ACCOMPLISHED. If cry items are roted NOT 
ACCOMPLISHED, the student and the Instructor 
will decide if any learning octlvlties must be 
repeated. 



-1- 



Note to Instructor : For a one-semester course, use the 
checklist statement(s) for Objective 1. For a one- year 
course, use the statement(s) for both objectives. 

Objective 1 

The student accurately wrote four order receiving 

guidelines [ ] [ ] [ ] 

Objective 2 

The student accurately defined product rotation [] [] [] 

The student accurately defined product dating [] [] [] 

The student accurately defined product quality checks . . . [ ] [ ] [ ] 
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Instructor's Guide Sheet 



ENT-037 



DETERMINING REORDER PROCEDUP: 
OBJECTIVE 

Without the use of resource^, accurately Identify one reorder procedure. 
AHITUDE/VALUE TO BE DEVELOPED 

The student will appreclacs the Importance of knowing how and when reordering 
of Inventory should be done. 



TEACHING STRATEGIES 

Provide students with Information 
on the par stock approach to 
reordering. 

Invite a purchasing agent or an 
owner/operator of a small business 
to explain the reorder procedure 
for the business. 

Lead students In discussing reorder 
procedures. Ask questions such as: 
What reorder proce^jres are used at 
your home? What reorder procedures 
are used at the place you currently 
work or have worked? 



RESOURCES 

Information Sheet, "Par Stock 
Approach to Reordering," p. 216. 



SUGGESTED EVALUATION TECHNIQUES 

Have students accurately write one reorder procedure. 



SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 



Designate a chapter purchasing agent. Establish and implement a reorder 
procedure for products for chapter activities. 



INFORMAtlOK SHEET 
ENT-b37 



PAR STOCK APPROACH TO REORDERING 
Par stock Is a level of inventory Items that an owner/operator feels 
must bs on hand to maintain a continuing supply of each Item from one 
delivery date to the next. 

Assuiite that a restaurant owner likes to keep a par stock of 4 cases of 
tomato catsup between orders. On Monday morning, when the order Is placed to 
be delivered on Tuesday morning, there are 2.5 cases left. If the half case 
will be used on Monday, 2 cases will be left on Tuesday morning. Subtracting 
what win be in stock on Tuesday, when the order is received, from the par 
stock, 4 minus 2, 2 cases of tomato catsup are ordered. 
Par stock is used for items of all types. 



Adapted from Stefanelli, Purchasing; Selection and Procurement for the 
!<tospita11ty Industry , pp. 103-105. 



Instructor's Final Checklist 

( ' DETERMINING REORDER PROCEDURE 

t 

V 

Performance Level: All itenris most receive a rating of 
ACCOMPLISHED. If any items ore rated NOT 
'', ACCOMPLISHED, the student and the Instructor 

I will decide If any learning activities must be 

\ repeated. 

'i- ■ 

I The student accurately Identified one reorder procedure . . . [ ] [ ] [ ] 





Instructor's Guide Sheet 



ENT-038 



IDENTIFYING INVENTORY METHODS AND COMPLETING FORMS 



OBJECTIVES 

(1) Without the use of resources, accurately name two methods of taking 
inventory. 

(2) With the assistance of school personnel and in accordance with their 
specifications, help take inventory for a school program/si^rvice/ 
operation. 



AHITUDE/VALUE TO BE DEVELOPED 

The student will appreciate that efficient and effective inventory procedures 
and the accurate recording of inventory are imperative to successful business 
operation. 



TEACHING STRATEGIES RESOURCES 
Objective 1 

Have students define periodic and Lasselle, Recordkeeping: The Total 

perpetual inventory methods. Concept , pp. 236-239, 241-244. 



Invite a stock clerk or small 
business owner/operator to explain 
the inventory method used in the 
business operation* 

Objective 2 

Invite a franchise business owner/ 
operator to lead the students in 
filling our periodic and perpetual 
inventory forms. 



Samson, et al.. Retail 
Merchandising , pp. 4/4-476, 



Small Business Administration, 
"Stock Control for Small Stores. 



II 



Have students complete activities 
on periodic and perpetual inventory 
methods. 



Activity Sheet, "Periodic and 
Perpetual Inventory Methods," 
p. 221, 



219 
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SUGGESTED EVALUATION TECHNIO'JES 

(1) Have students accurately namfe two jrethoos of conducting Inventory. 

(2) Determine school programs/se^vlces/operatlons that Inventory items 
(e.g.. athletic department, music department, food service program, 
main office). Have students assist with taking inventory according 
to program/service/operation personnel specifications. 



SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Carry out department inventory and complete the appV*opr1ate forms. 




21 



2 



220 



ACTIVITY SHEET 
ENT-038 



PERIODIC AND PERPETUAL INVENTORY METHODS 

Inventory levels can be rnonltored periodically or perpetually. In 
either case, the method of Inventory Involves checking the In-stock product 
amounts against the last Inventory notations. The resulting amounts will 
show the product sales record and/or the usage from the previous Inventory 
check. From the Inventory checks, a business owner can determine sales and 
usage percentages, possible product loss from theft or waste, business gains 
or losses, and/or customer preferences. 

Finish the Inventory sheet below. It will show the current Inventory 
and the products-on-!iand for a small business. 



Product Name 


Beginning Inventory 
as of 5/31/87 


Current Inventory 
as of 7/31/87 


Product 
Sales/Usaqo 


Lounge chair, leather 


17 


13 


4 


Lounqe chair, cloth 


9 




1 


Sofa, sectional 




6 


5 


Sofa, one-piece 


19 




2 


Lamp, table 


18 


12 




Lamp, floor 




13 


0 



Answer the following questions: 

1. Is this a periodic or perpetual Inventory? Why? 

2. What are the "best sellers" In this small business? 

3. How can the owner use this Information to place the next furniture 
order? 
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Instructor's Final Checklist 



IDENTIFYING INVENTORY METHODS AND COMPLETING FORMS 



Performance Level: AH Items must receive a rating of 
ACCOMPLISHED- If any Items are rated ^40T 
ACCOMPLISHED; the student and the Instructor 
will decide if any learning octivities must be 
repeoted- 




Note to Instructor : For a one-semester course, ure the 
checklist statement(s) for Objective 1. For a one-year 
course, use the statement(s) for both objectives. 



Objective ? 

The student accurately named two methods of taking 
inventory 



[ ] [ ] [ ] 



Objective 2 

The student assisted school personnel in taking 
inventory for a school program/service/operation in 
accordance with their specifications 



[ ] [ ] [ ] 
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Instructor's Guide Sheet 
PRICING PRODUCTS/SERVICES 



ENT-039 



OBJECTIVE 

Given the figures, accurately calculate three pricing problems. 



AHITUDE/VALUE TO BE DEVELOPED 

The student will appreciate that the pricing of products/services must be 
competitive In the local/area market yet In line with the value of the 
products/services. 



TEACHING STRATEGIES 

Have students read materials on 
pricing products/services. 



Invite a local retail business- 
person to share how prices are 
determined for the operation. 

Have students complete pricing 
activities* 



RESOURCES 

Everard and Burrow, Business 
Principles and Management, 



Pr inciples ai 
pp. m.1S4. 



Petersen and Lewis, Free Enterprise 
Today , pp. 46-60. 

Samson, et aK, Retail 
Merchandising , pp. 258-260, 266-268. 

Siropolis, Small Business 
Management , pp. 423-425. 

Warmke and Wyllie, Consumer 
Economics , pp. 431-448. 



Samson, et. al.. Retai l 
Merchandising , pp. 264,^ 271, and 
Problem Solving on 272. 



SUGGESTED EVALUATION TECHNIQUE 

Provide students with figures (p. 224) and have them accurately 
calculate three pricing problems. 



SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Price products/services for a chapter/school small business project. 
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SUGGESTED EVALUATION TECHNIQUE 
ENT-b39 



PRICING PROBLEMS 

1. A merchant pays his supplier $30 for a hedge trimmer. It Is sold for 
for $45. What Is the markup percentage of retail? 



2. What Is the markup percentage of cost for Problem No. 1? 



3. A merchant buys garden rakes for $10.00. The markup on the rakes 
Is 40J. For what does the merchant sell each rake? 



Answers: 

Markup Dollars 

1. Markup Percentaae of Retail -"^ Ret Price 

$15 

33 1/3X 

Markup 1n Dollars 

2. Markup Percentage of Cost = Cost Price 

$15 
'SO 

50« 



3. '$10. X 40« = $ 4.00 markup 

$1C. + 4. = $14.00 selling price 



2^4 2 1 6 
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Instructor's Final Checklist 



PRICING PRODUCTS/SERVICES 



Performance Levelt All itenns must receive a rating of 
ACCOMPLISHED. If any items are rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide if any learning activities must be 
repeoted. 



The student accurately calculated three pricing problems 



[ ] [ ] [ ] 
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Instructor's Guide Sheet 



ENT-040 



DETERMINING PROCEDURES FOR HiRING AND DEVELOPING AN APPLICATION FORK 



OBJECTIVES 

(1) Without the use of resources, accurately define job specifications, job 
descriptions, applicant recruitment, and job application form. 

(2) Without the use of resources, accurately list ten Items that would be 
useful on a small business application form. 



AHITUDE/VALUE TO BE DEVELOPED 

The student vrill appreciate that the hiring of the most effective employees 
for a small business Is the result of appropriate hiring procedures and an 
application form that contains useful Information. 



TEACHING STRATEGIES RESOURCES 
Objective 1 

Have students define job sped flea 
tlon, job description, applicant 
recruitment, and job application 
form. Discuss how each relates to 
the employee hiring procedure. 



Invite a personnel director of a 
company or an owner/operator of a 
business to discuss the procedures 
used In hiring employees. 

Objective 2 

Provide students with examples of job 
application forms from various 
businesses. Lead a discussion on 
the similarities and differences 
found among the forms. 

Have students work In small groups to 
develop one-page application forms. 
Have each group share with the class. 
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Everard and Burrow, Business 
Principles and Management , 
pp. 413-419. 

Information Sheet, "Staffing 
Your Store," pp. 229-233. 



SUGfifeStED EVALUATION TECHNIQUES 

(1) Have students accurately define job specification, job description, 
applicant recruitment, and job application form. 

(2) Have students accurately list ten Items that would be useful on a small 
business application form. 

SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Have the chapter executive council review and revise the qualifications and 
application form for chapter officers. 
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U.S* SmaO BtuiiiMi Adminiitiitioa 
Management Assiitanct 
Support Servicat 



Management Aids 
Number 5.007 



SB\ staffing Your Store 



By Wthcr E GntM 

Assistant Professor of Marketing and Management 

University of North Dakota 

Minot Air Force Base. North Dakota 
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Stmimary 

•koy, yott moit tite tk« tlnit to flBd ui Un tiM rifkt 
— ploy ei t. 

This Aid diiOWMMi tk* proctat of stifflaf a itftall 
ratall bmlaaar atMng paraoual polklaa, datamlaiiig 
^k%t aUll aad aibUittaa ait a iaiaJ , flatfiag appUcaata, 
davaloiriBg apllictttos foraHa. iad taiiirvlawittf pro* 
apactlva aaip l b y aai* 



Staffing if of critical importance to buainetaea of all 
shapes and sizes. AU firms take the same risk in hiring a 
naw employee. However, the smdler the firm, the less it 
is able to ahord the time and coata involved in hiring 
and then firing, the wrong emjdoyee. 

Bigger companies have developed effective hiring 
techniques and ^rocediires to lessen this risk. If you, the 
owher«manager of a small firm, are going to effectively 
manage your operation, you too must apply some of 
these staffing techniques. 



Setting Personnel Policies 

First of all, know yotirself. Know what business you are 
in. Know your own personal abilities and weiknesses, 
and try to anticipate how you will deal with the situa- 
tions that you expect to arise in the daily operation of 
your business. 

Then, formulate your policies in writing. Include all 
matters that would affect employees, such as wages, 
promotions, vacations, time off, grievances, fringe 
benefits, and even retirement policies which are now 
available for the small retailer. 

Employment and training procedures must be establish- 
ed so that you have a better chance of getting the job 
done the way you want it done. You might want to con- 
sider written policy decisions for the following areas. 

Hotira. Consider hero the number of hours to be worked 
per week, the number of days per week* evening and 
holiday wort and the time and method of payment for 
both regular and overtime work* Unnecessary payment 
otoyertime at prtmium rates is a source of needless ex- 
liibse. By^p^ ahead, you may be able to organize 
yojir- empipyeM' work to keep overtime to a minimum. 
W&en%iMii^ peridds do occur, you can often handle them 
by uaing piarl*time help paid at regular rates. 



CompaaaaHea. The bulk of the retail aalesperson's earn- 
inga should come bom a base aaiary competitive with 
the pay offered by other almilar local firms. It may be 
poeaible to auppiemefit thi baae aaiary with aome form 
of incentive, atich aa e small commiasion or quota bonus 
plan. Try to relate the incentive to both your goals and 
the goals of your employeea. Whatever plan you use, be 
sure each employee underatanda it completely. 

Prtege icBeflte. You may conaider offering your 
^mptoyeil diacounta on merchandise, firee life in- 
surance, heiltb inaurance, penaion plan, and tuition 
paymenta it Khoda and coUegee* You might also look 
into ioiniflf with other merchants in a group disability 
plan and a groi^ woricera" compensation plan. Such a 
plan could mean a conaiderable savings in your 
premium costs* 

VacaiiOBa. How long will vacations be? Will you specify 
the time of the year they may be taken? With or without 
pay? 

TiaM Off. Will you allow employees time off for per* 
sonal needs, emergencies in the family, holidays, special 
days such as election day, Saturday or Sunday holidays? 

Traicisg. You must make stire that each employee is 
given adequate training for the job. In a small store, the 
training responsibility normally falls to the owner- 
manager. But, if you have supervisors, each one should 
recognize the importance of being a good teacher and 
should schedule time to teach new people. ^ 

RedrameBL What are your plana for retirement age 
beneflta such as Social Security, pension plaiu, and an- 
nuity plan i isurance? 

Grievaacea* You may expect conflicts with your 
employees without regard for the quality of the employ- 
ment you offer. The best course of action is to plan for 
them and establish a procedure for faftndling grievances. 
Consider the employee's rights to demand review, and 
establish provisions for third party arbitration. 

Pf0BOtloe. You will want to consider such promotion 
mattara as normal increase* of wages and salaries, 
changes of fob titles, and the effect your store's growth 
will have on this area. 

Peraoual leview. Will you periodically review your 
employee's performance? If so, what factors will you 
conskier? Will you make salary adjustments, training 
recommendations? 

Termination. Even though this is a distasteful matter to 
many retailers, it would be wise to have a written pon^j 



230 221 



on such matttrt as UyoSs» stoiority rights, Mwtnce 
pay* and the conditicne wammtiiig summary^ discharge. 

When you have developed your personnel policies, write 
down tfie policy oh NiU matters which affect your 
employees and give^each one a copy. For the small 
store, this statement luy only consist of one or two 
typed pages. Matters such as the following should be 
standardLced and not left to the whim of a supervisor 
hours of work, time recordkeeping, paid holidays, vaca* 
tions, deportment and dress regulations, wage 
payment system, overtime, separation procedure, 
severance pay, pension and retirement plan« hospitalize* 
tion and mckiical care benefits, and grievance pro- 
cedure. 



Determining Needed Skills 
and Abilities 

The trick to getting the right person for the job is in 
deciding what kind of skill is needed to perform the job. 
Once you know what it takes to do the job, you can 
match the appH.cant's skills and experience to the job's 
requirements. 

The first step in analyzing a job is to describe it. Sup- 
pose, as a busy owne^manager, you decide to hire 
someone to relieve you of some of your duties. Look at 
the many functions you perform and decide what your 
stronger and weaker areas are. 

Further suppose that you have decided that you will 
need help in the office. The phone is always ringing. 
Letters which need answering are piling up. Merchan- 
dise must be ordered. 

Once you have a job description on paper, decide what 
skills the person must have to fill the job. What is the 
lowest level of skill you wi3l accept? In this example, let 
us assume that you decide initially to hire a secretary, 
but discover that secveataries are scarce and expensive. 
Moreover, in your area, stenographers are almost as 
hard to find and nearly as expensive as secretaries. 

Perhaps you could get by with a typist. Hiring a typist 
may be both easier and cheaper than hiring a secretary 
or stenographer. Many high school students are well 
qualified as typists, and many are seeking part-time 
work. 

One additional point When you start to look for 
someone to fill your job, make sure you spell out just 
what you want. Imagine that an owne^manager adver> 
tised f'*-* a ''sales clerk." What should the applicant be 
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able to do? Just tally sales receipU accurately? Keep a 
customer list and occasionally promote your products to 
these people? Run the store while you are away? The job 
of ''sales clerk" means difierent things to different peo* 
pie. Make sure that you know what skills you need and 
what skills you can get by with, as determined by what 
kind of training you can give the employee. 



Finding Applicants 

When you know the kind of skills you need in your new 
employee, you art) ready to contact sources which can 
help you recruit job applicants. 

Each state has an employment service (sometimes called 
Public Employment Unemployment Bureau, or Employ- 
ment Security Agency). All are affiliated with the United 
SUtee Employment Service, and local offices are ready 
to hdp businesses with their hiring problems. 

The employment service will screen applicants for you 
by giving aptitude tests (if any are available for the skills 
you need). Passing scores indicate the appUcant's ability 
to learn the work* So, be as specific as you can about 
the skills you want. 

Private employment agencies will also help in recruit- 
ment However, the employee or the employer must pay 
a fee to the private agency for its services. 

Another source of applicants is a "Help Wanted" sigu 
in your own honi window. Of course, a lot of un- 
qualified applicants may inquire about the job, and you 
cannot interview an applicant and wait on a customer 
at the same time. 

Newspaper advertisements are another source of ap- 
plicants. You reach a large group of job seekers and you 
can screen them at your convenience. If you list a 
phone number at the store, you may end up on the 
phone instead of dealing with a customer. 

Job applicants are readily available from local schools. 
The local high school may have a distributive education 
department where the students work in your store part 
time while learning about selling and merchandising 
along with their school courses. Many part-time 
students stay with the store after they finish school. 

You may also find job applicants by contacting friends, 
neighbors, customers, suppliers, present employees, 
local associations such as the Junior Chamber of Com* 
merce, service clubs to which you belong, or even a 
nearby armed forces base where people are leaving the 
service. However, do not overlook the problems of such 
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rfcruiflnf. YfhMi hippt ni to tha goodwill of thm 
sQurcM it thiy rtcommend i fritnd whom you do not 
h|n;t gr If y^H ^ tbf person tlify racommtnd? 

Your cboicf qf rtcruitment rotlbod df p«nd« on your 
type of buf intsi, your locitidn, tod you. You hivt many 
lources avtilible to you. A combinttion may serve your 
needs best. The important thing is to find the right ap- 
plicant with the correct sldlis for the job you want to 
nil, whatever the source. 



Doyeloping Applicants Forms 

The hardest part of your work, if you did a good job 
listing the skil^ needed, is in finding aod hiring the one 
right employee. You need some method of screening the 
applicants and selecting the best one for the position. 

The application form is a tool which you can use to 
make your tasks of interviewing and selection easier. 
Th«i form should have blank spaces for all the facts you 
ne^ as a basis for fudging the appIicanU. A sample 
fortsi i» provided below. 

You, will want a fairly complete application so you can 
get sufficient information. However, keep the form as 
simple as you can. The form may be mimeographed or 
ditto form. 

Haye the applicants fill out the application before you 
U)il$ ^them. It makes an excellent starting point for the 
int^view. It is, also a written record of experience and 
former emi)lpyer's names and addresses. 

Remember, the Civil Rights Act of 1964 prohibits 
discrimination in employment practices because of race, 
religion, sex. or national origin* Public Law 90*202 pro- 
hibits discrimination on the basis of age with respect to 
indiyjiduals who are at least 40 but less than 70. Federal 
lawSjalso prohibit discrimination against the physically 
handicapped. 

When an applicant has had work e:<perience, other 
refere^nces are not very impprtant However, if the level 
of v^ork^expnienqe. is limited^ additional references may 
be obtained from other individuals such as school 
counselors who can give objective information. Personal 
references ar$ almost useless as an applicant would on* 
ly list, FKtQple who have a kind word for them. 



background, especially work habiU and skills. Your ma* 
jor tuk is to get the applicanU to talk about themselves 
and about their work habits. The best way to go about 
this is to ask each applicant specific questions: What did 
you do on your last job? How did you do it? Why was it 
done? 

As you go along, evaluate the applicants' replies. Do 
they know what they are talking about? Are they ev&sive 
or unskilled in the job tasks? Can they account for 
discrepancies? 

When the interview is over, ask the applicant to check 
back with you later, if you think you may be interested 
in that applic^. Never commit yourself until you have 
interviewed all likf ly applicants. You want to be sure 
that you select the right applicant for the job. 

Next, verify the information you have obtaiLxi. A 
previous employer is usually the best source. 
Sometimes, a previous employer will give out informa* 
tion over the telephone. But. it is usually best to request 
your information in writing and get a written reply. 

To help insure a prompt reply, you should ask previotts 
employers a few specific questions about the applicant 
which can be answered by a yes or no check, or with a 
very short answer. For example. How long did the 

employee work for you? Was his or her work 

poor . average , or excellent 1 

Why did the employee leave your employment? 

After you have verified the information on all your ap- 
plicants» you are ready to make your selection. The right 
employee can help you make money. The wrong 
employee will cost you much wasted time, materials, 
and may even drive away your customers. 



IpjIiPtMiiFipgJo^ Applicants 

TI\e,C|l^|^yfL>of ,the. job interview is to find out as much 
ij;4^f&s^P,n^ M^yov^ can about the job applicant's work 



9po 



Z3t' 



Applicatfott for Employmrat 

Name: 



Last 

Present Address: 



First 



Telephone Number: 



Indicate Dates You Attended School: 
Elementary From 



to 



College from 



to 



Other (Specity Type and Dates) 

Can You Be Bonded? if Yes. In What Job? 



Date: 



Middle 
Social Security No.: 



Driver's License No.: 



High School From 



Do You Have Any Physical Defects Which Preclude You From Performing Certain Kinds of Work?_ 
Yes, Describe Each and Specify Work LimiUtions: 



to 



List Below AU Present and Past Employment, Beginning with Moe^ Recent (include military service, if relevant): 



Name & Address 
Ok Company 



From To 
Mo/Yr Mo/Yr 



Name of 
Supervisor 



Reason for 
Leaving 



Weekly 
Salary 



Describe the 
Work You 
Did 



May we contact the employers Usted above? If not. Indicate which ones you do not wish us to contact 



Remarks: 
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Instructor's Final Chec klist 

DETERMINING PROCEDURES FOR HIRING AND DEVELOPING AN APPLICATION FORM 



Performance Level: All i?ems must receive a rating of 
ACCOMPLISHED. If any items ore rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide if any learning octivities must be 
repeated. 




Note to Instructor : For a one-semester course, use the 
checklist statement(s) for Objective L For a one-year 
course, use the statement(s) for both objectives. 



Objective 1 

The student accurately defined job specification [ ] [ ] [ ] 

The student accurately defined job description [ ] [ ] [ ] 

The student accurately defined applicant recruitment [ ] [ ] 

The student accurately defined job application form [ ] [ ] 



Objective 2 



The student accurately listed ten Items that would 
be useful on a small business job application form 



[ 3 [ ] [ ] 
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DEVELOPING AN EMPLOYEE MANUAL 



OBJECTIVE 



Without the usg of resources, accurately 11st five topics to be Included in 
an employee manual. 

AHITUDE/VALUE TO BE DEVELOPED 

The student will appreciate the importance of an employee manual to employer/ 
employee relations. 



TEACHING STRATEGIES 

Have various examples of employee 
manuals (e.g., franchise operations, 
educational systems, government 
agencies, commercial companies) 
available for student review. 

Have students compare their student 
handbook and youth organization hand- 
book to the employee manuals. Cite 
the similarities and differences. 

Have students compile a list of 
topics to Include in a small 
business employee manual. Lead a 
discussion on the importance of each 
topic. 

Invite a business owner/operator to 
discuss utilization of an employee 
manual in the operation. 



RESOURCES 



Information Sheet, "Possible Topics 
for an Employee Manual," p. 236. 



SUGGESTED EVALUATION TECHNIQUE 

Have students accurately list five topics to be included in an employee 
manual . 



SUGGESTIONS TO STUDENT ORGANIZATION FOR RELATED ACTIVITIES 
Develop chapter member and officer handbooks. 

Invite local/area businesses to display their employee manuals at a chapter 
meeting. 
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POSSIBLE TOPICS FOR AN EMPLOYEE MANUAL 
!• Business description. 
2. Business policies: 

a, break t 

b, discipline, 

c, holidays, 

d, promotion, 

e, safety and emergency, 

f, sick leave: with and w^tnout pay, 

g, tralnlng/retralnlng/crosstralning, 

h, vacation, 
1, work site, 

3* Employee benefits, 

4, Pay and schedule Information. 

5, Responsibilities of ^smployees. 

6. Rights of employees. 

7. Topics particular to the business 



Other topics may be added; one or more of the above may be deleted. 
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Instructor's Final Checklist 



DEVELOPING AN EMPLOYEE MANUAL 



Performance Level: All Items must receive a rating of 
ACCOMPLISHED. If any items ore rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide if any learning activities must be 
repeated. 



ll 



The student accurately listed five topics to be 
included in an employee manual 



[ ] [ ] [ ] 
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DETERMINING TYPES OF EMPLOYEE TRAINING AND SELECTING METHODS OF TRAINING 
INSTRUCTION 



OBJECTIVES 

(1) Given three types of employee training. I.e., on-the-job^ off-the-job, 
and Internship, choose one and accurately list two advantages and two 
disadvantages of using It. 

(2) Without the use of resources, accurately name three methods of 
Instruction and accurately explain how each could be used In a training 
situation. 



AHITUDE/VALUE TO BE DEVELOPED 

The student will appreciate the Importance of employee training and selecting 
appropriate methods of training Instruction. 



TEACHING STRATEGIES RESOURCES 
Objective 1 

Have students read materials Bittel, What Every Supervisor Should 



on employee training. 



Know , pp. 262-277. 



Everard and Burrow, Business 
Principles and Management , pp. 419- 
421. 



Samson, et al.. Retail 
Merchandising , pp. 180-185. 



Small Business Administration, 
"Checklist for Developing a Training 
Program." 



Spears and Vaden^ Foodservice 
Organizations: A ManagerlaT^and 
Systems Approach , pp. 583-586. 



Provide students with Information 
on a three-step training program 



Information Sheet, "Training 
Employees," p. 242. 



for employees: orlenta ^on, training 
and follow-up. Have $^ ants relate 
their personal experiences with each 
of the three steps when they were 
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trained for Jobs. Have them answer 
such questions as: Hhat methods of 
orientation v^ere used? Which type 
of training. I.e., on-the-job, off- 
t he*- job. Internship, was used most 
often? What fo'How-up methods 
were used? What areas of the 
school system use training programs 
and how are they managed? 

Invite an employee trainer or owner/ 
operator of a business to discuss 
employee orientation, types of 
employee training, and employee 
follow-up. Have students practice 
doing orientation and employee 
follow-up. Have them use orientation 
and follow-up checklists to guide 
and evaluate their behavior. 



Information Sheets, ^Orientation 
Checklist," p. 243 and "Follow-Up 
Checklist," p. 244. 



Lead students In a discussion on the 
advantages/disadvantages of the 
three types of employee training. 
I.e., on-the-job, off-the-job, and 
internship. 

Invite an employee trainer or owner/ 
operator of a business to define 
retraining .nind crosstralning and 
discuss how training new employees 
differs from retra1n1ng/crosstra1n1ng 
experienced employees. Have the 
presenter discuss the factors that 
Influence the types of training used 
with experienced employees. 

Objective 2 

Have students list the methods of 
Instruction used within classroom 
situations (e.g., chalkboard, lecture, 
case study, role play). Assign one 
method to each student and have him/ 
her demonstrate how It could be used 
when training an employee* 



Information Sheet, "Advantages 
and Disadvantages of Three Types 
of Employee Training," p. 245. 



Have students determine which training Samson, et al.. Retail 

methods might be more appropriate Merchandising , pp. 180-183. 
for retraining/crosstraining 
experienced employees. 
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SUGGESTED EVALUATION TECHNIQUES 



(1) Have students accurately 11st two advantages and two disadvantages of 
on-the-job training, off-the-job training or Internship training. 

(2) Have students accurately name three methods of Instruction and explain 
how fc..^h could be used In a training situation. 



SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Video tape and show at an executive council meeting various instruction 
methods that would be appropriate for training new chapter officers. 
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TRAINING EMPLOYEES 

The training of employees usually follows a three-step plan: orientation, 
training, and follow-up. 

I. Orientation 

A. Introduction to the business. 

B. Information on policies, regulations, and job benefits. 

C. Discussion of the job requirements. 
II. Training 

A. On-the-Job takes plac2 at the workplace 

1. The employee learns by doing. 

2. The employee has an assigned person to offer assistance and 
support. 

B. Off-the-Job takes place away from the workplace. 

1. The employee learns through simulations. 

2. The employee learns through uses classroom methods of 
Instruction. 

C. Internship uses a combination of on-the-job and off-the-job 
training. 

1. The employee learns by doing. 

2. The employee learns through classroom methods of Instruction. 
III. Follow-up 

A. Review of policies, regulations, and job benefits. 

B. Questions from both the employer and employee. 
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ORIENTATION CHECKLIST 
During employee orientation, did the employer: 

1- Pre-arrange for the employee to be met at a given place and a given 

time? Meet the employee and show him/her the way to the department? 

2. Welcome the new employee? Put the employee at ease? Show interest 

in him/her as a person? Start out slow and give the employee time 
to relax? 

3. In a quiet area, explain the purpose of the orientation? 

^- Go over any forms that the employee will need to sign? Explain 

what the forms are and the disposition of the forms once they 
are signed? 

5- Using an organizational chart, show the employee where he/she 

fits into the organization? Supply the name of the employee's 
imnediate supervisor? Tell the employee who the other managers 
are and give them a brief description of their responsibilities? 

^' Explain the purpose and objectives of the department and present 

the employee with a typed copy? 

7. Introduce the employee to coworkers? 

8. Show the employee the work area and briefly define the job? 

5- Give the employee a tour of the department, including such areas 

as the breakroom, time clock area, cafeteria, restrooms, employee 
health nurse, and any other department this employee will deal with? 

10- Interpret the main departmental policies, rules, and regulations 

that the employee will need to know in order to do the job (time 
clock, meal and break times, uniform policy, parking facilities, 
telephone usage-message area, payday, pay rate, overtime, schedules, 
safety procedures, fire procedures). Give the employee a typed 
copy of these policies? 

11- Explain job duties to the employee, and give copies of the job 

description and work schedule to him/her? 

12. Demonstrate major job duties to the employee? 

13. Assign the new employee to another employee for planned observation 

and training? Check back periodically on the employee's progress? 



Adapted from Puckett, R. P. "Dietetics: Making or Breaking the New Employee." 
Contemporary Administrator . October 15, 1982. 
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FOLLOW-UP CHECKLIST 
During the follow-up to employee onehfc^'*:^on, did the employer: 
1- Review dress code? 

2. Review job description; check for problems? 

3. Explain perfooance evaluation procedures? 

4. Review all fringe benefits, sick leave, holidays, annual leave, 

education policy, seniority, leaves of absence, promotions, 
Grievance procedure, appeals procedure, lay off, merit increases? 
(If possible, the employee has a copy of these policies and pro- 
cedures. ) 

5. Explain accident prevention procedures in case there is an injury? 

6. Review fire plan? Supply copy of procedures? 

7. Review disaster plan? Supply copy of procedures? 

8. Review any other policies or prr edures discussed during the first 

week? Check to make sure the employee knew the rules and -egulations? 

9. Review any other policies or procedures specific to the department 

that will assist the employee in his/her duties? 

10. Affirm that the employee has received and read personnel and 

departmental policies and procedures? 



Adapted from Puckett, R. P. "Dietetics: Making or Breaking the New Employee." 
Contemporary Administrator . October 15, 1982. 
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ADVANTAGES AND DISADVANTAGES OF THREE TYPES OF TRAINING 



ADVANTAGES 



DISADVANTAGES 



ON-THE-JOB 1. Employee 1s filling 

a needed position. 

2. Employee Is on-site. 

3. Person assigned to 
assist Is given an 
assignment of 
responsibility. 

OFF-THE-JOn 1. Employee will not be 

distracted by workplace. 

2. Production rate at work- 
place remains constant. 

3. Trainer may be more 
qualified. 

4. Varied Instruction methods 
may create keener Interest 
In learning. 

INTERNSHIP 1. Em:>loyee gains feel for 

the business and benefits 
from varied Instruction 
methods. 

2. Employee has opportunity 
to ejse Into position with 
aid of assistant. 

3. Production rate at work- 
place remains nearly 
constant. 



1. Production may slow due 
to untrained employee. 

2. Workplace may be 
distracting to trainee. 

3. Person assigned to assist 
may not train to 
standards. 

1. Employee does not gain 
feel for workplace. 

2. Too many Instruction 
methods may be confusing. 

3. Employee may not learn 
well through simulation. 



Employee may feel he/she 
Is being shuttled from 
one place to another. 
Employee may recognize 
differences In Instruc- 
tion method training 
procedures and assigned 
training assistant 
procedures. 
Employee may learn 
better In one or the 
other type of training 
rather than the 
combination. 
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Instractor's Final Checklist 



DETERMINING TYPES OF EMPLOYEE TRAINING AND SELECTING METHODS OF TRAINING 
INSTRUCTION 



Performance Level; All Items must receive a rating of 
ACCOMPLISHED. If ony items are rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide If any learning activities must be 
repeated. 




Note to Instructor : For a one-semestsir course, use 
the checklist statement(s) for Objective 1. For a 
one-year course, use the statement (s) for both 
objectives. 



Objective 1 



The student chose a type of employee training and 
accurately listed two advantages and two 

disadvantagec of it [ ] [ ] [ ] 



Objective 2 



The studert accurately named three methods of 

instruction [] [] [] 

The student accurately explained how each could 

be used in a training situation [] [] [] 
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DETERMINING HIRING POLICIES AND INTERVIEWING PROSPECTIVE EMPLOYEES 



OBJECTIVES 

(1) Given three topic areas related to hiring (e.g., filling vacancies, 
employee probation, and employee evaluation), choose one and write a 
policy related to it in accordance with "Guidelines for Writing Policy 
Statements," (p. 249). 

(2) Without the use of resources, accurately list six rules to follow when 
interviewing prospective employees. 



ATTITUDE/VALUE TO BE DEVELOPED 

The student will appreciate the importance of developing hiring policies and 
conducting effective interviews. 



TEACHING STRATEGIES RESOURCES 
Objective 1 

Have students read materials on Everard and Burrow, Business 



employee hiring. 



Principles and Management , 
pp. 413-419. 



Samson, et al.. Retail 
Merchandlsingr pp. 170-176. 



Spears and Vaden, Foodservice 
Organization; A Managerial and 
Systems Approach, pp. 568-572, 



Invite a personnel director or a 
business owner/operator to discuss 
hiring policies. 



Provide students with an information 
sheet on guidelines for writing 
policy statements. 



Information Sheet, "Guidelines for 
Writing Policy Statements," p. 249. 



Provide students with an example 
on nondiscrimination in hiring. 
Use the written policy guidelines, 
ENT-043, Objectivs I, Strategy 3, 
to critique the example. 



Information Sheet, "A Policy on 
Nondiscrimination in Hiring," 
p. 250. 
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Obj ective 2 

Have students read materials on 
interviewing prospective 
employees. 



Provide students with rules for 
effective interviewing. Discuss 
each rule with students. 

Provide students with sample 
interview questions and informa- 
tion on prohibited interview 
topics. Load a discussion on why 
each topic cannot be addressed. 

Invite a person familiar with 
interviewing procedures (e.g., 
personnel director, school princi- 
pal, business owner/operator) to 
serve as a job applicant. Have 
students conduct job interviews on 
video tape. Play back the inter- 
views. Have students discuss and 
evaluate each. 



Bassett, Practical Interviewin g, 
pp. 9-21 ,"^2^77: 

Bittel, What Every Superviso r 
Should Know , pp. 165-171. 

Heller, The Super Manasv^rs , 
pp. 51-57. 

Samson, et ul.. Retail 
Merchandising , pp. 1/6-177. 

Spears and Vaden, Foodservice 
Organizations: A ManaqerialTand 
Systems Approach , pp. 572-573, 578. 

Information Sheet, •"Rules for 
Effective Interviewing," p. 251. 



Information Sheets, "Sample 
Interview Questions," p. 252, 
and "What Questions Are You 
Forbidden to Ask a Job Applicant?^' 
p. 253. 



SUGGESTED EVALUATION TECHNIQUES 

(1) Provide students with three topic areas related to hiring (e.g., filling 
vacancies, employee probation, and employee evaluation). Have them 
choose one and write a policy related to it. (For sample policy 
statements on filling vacancies, employee probation, and employee 
evaluation, see p. 254.) 

(2) Have students accurately list six rules to follow when interviewing 
prospective employees. 

SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 
Conduct a chapter mock interview contest. 
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GUIDELINES FOR WRITING POLICY STATEMENTS 

A good policy has the following characteristics: 

1. It should guide action toward the goals of the organization and be 
explained to all those to whom It applies. 

2. It should be stated 1n understandable words and usually should be In 
writing. 

3. It should prescribe limits and channels for future action. 

4. It should be subject to change but generally remain stable. 

5. It must be reasonably capable of being Implemented. 

6. It should allow for discretion and Interpretation by those responsible 
for carrying It out. 

7. It should be reviewed periodically. 



Joseph L. Massle/John Douglas, MANAGING: A Contemporary Introduction, 4/e, 
1985, p. 163. Adapted by permission of Prentice-Hall, Inc., Englewood 
Cliffs, New Jersey. 
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A POLICY ON NONDISCRIMINATION IN HIRING 



The firm policy of the (business) will be that applicants for employment 
and employees shall receive fair and equal treatment regardless of their 
race, age, color, religion, sex, national origin, political affiliation, 
belief, or handicapping condition. The policy not to discriminate Includes, 
but Is not limited to, help wanted advertising, recruiting, hiring, 
placement, upgrading, transfer, rates of pay, and termination. The 
(business) Is dedicated to fulfilling all obligations as an Equal Opportunity 
Employer. 



Taken from Mendel , Guidelines for Develogllia Head Start Personnel Policies 
and Procedures, p. 12. 
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RULES FOR EFFECTIVE INTERVIEWING 

1. Don't Interview at the end of a tough day. 

2. Be yourself. 

3. Relax the applicant. 

4. Treat the applicant as an equal. 

5. Avoid loaded questions. 

6. Concentrate closely on behavior. 

7. Focus Initially on less personal subjects. 

8. Don't interview behind a desk. 

9. Conduct Interviews In private. 

10. Define the Information you want. 

11. Maintain enough Interview control to cover all areas. 

12. Stress value/attitude questions— not factual ones. 

13. Make no judgments. Don't agree or disagree. 

14. Word your questions to get new opinions. Avoid those with "yes/no" 
answers. 

15. Use pauses . . . "ummmm's" to encourage elaboration. 

16. Compliment applicant as appropriate. 

17. Ask permission to take notes— but take them unobtrusively. 

18. Don't cut off applicant answers ... but Interrupt when necessary to 
pursue a key point. 

19. Don't give the answers. 

20. Show Interest. Be a good listener. 

21. Don't be afraid to show Ignorance. 

22. Use humor when It fits. 

23. Use short questions. 

24. Probe choice points. 

25. Respond quickly and naturally. 

26. Don't use panel liitervlews. 

27. Ask Industry questions. 

28. Talk about problems. 

29. Smile. 

30. Base your Interpretations on the obvious. 

31. Confirm key observations several times during Interview. 

32. Some people say: look first for Intellectual efficiency 
. . . look second for emotional maturity/stability 

. . . look third for human relations skill 

. . . look fourth for Insight Into self and others 

. . . finally , look for ability to organize/direct. 

33. Look for what tne applicant will bring to the job. 

34. Look for enthusiasm. 

35. Look for what the applicant has— not what he/she lacks. 

36. Does the applicant ask questions about job satisfaction? He/she 
should. 



Taken from Heller, The Super Managers , pp. 55-56. 
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SAMPLE INTERVIEW QUESTIONS 
Opening Questions 

What can I do for you today? Tell me a little about yourself. 

Good morning! Good afternoon! Where did you hear about this job? 

Experience. Skills, Work History 

What kind of job are you looking for? Do you have any experience? 

What jobs have you held? Why should I hire you? 

Tell me about your past experiences. Why did you leave your last job? 

How do you know you can handle this Why do you want to work for our 

job? company? 

Wiiat do you know about this job? Do you get along with people? 

Training 

Do you have any special training? What machines can you operate? 

Education 

What Is the last grade you Fsee you never finished high 

completed? school? 
Did you graduate from high school? Do you plan any further schooling? 

Health 

Have ever had any serious Illness? Are you taking any kind of medicine? 

Do you have any health problems? Do you have any limitations? 

Have ycu ever been hospitalized? 

Family 

Do you live alone? With parents? Do your children live with you? 

Do you have any dependents? How many? Do you have child care arranged? 

Transportation 

What Is your mode of transportation? How would you get to work? 

Do you have transportation to work? Do you have a driver's license? 

Hours 

What hours are you wanting to work? How about overtime? 

Full-time? Part-time? WMl you work weekends/evenings/ 

Cat) you work any shift? nights? 
Do you like regular hours 



Money 

Hew much would you expect to be paid? What are your salary expectations? 

Miscellaneous 

Do you have future plans? Oo you have any references? 

Would your last employer give Do you prefer working with others/ 

you a goru recotiimendatioi ? alone? 

Do you have any questions? 
Gaither. Teaching People to Find Their Own Jf '.s , p. 28. 
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WHAT QUESTIONS ARE YOU FORBIDDEN TO ASK A JOB APPLICANT? 

The following topics may not be put In question form during a job applicant' 
Interview. 



1. 


Address. 


2. 


Age. 


3. 


Criminal Record. 


4. 


Disability. 


5. 


Marital Status. 


6. 


National Origin. 


7. 


Physical Capabilities. 


8. 


Race or Color. 


9. 


Religion. 


10. 


Sex. 



Adapted from Bittel, What Every Supervisor Shoulo Know , p. 167. Reproduced 
with permission. 
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SUGGESTED EVALUATION TECHNIQUE 
ENT-043 

SAMPLE POLICY STATEMENTS RELATED TO HIRING 
I. Fining Vacancies - Vacancies must be filled by persons who can 

present satisfactory evidence of his/her ability 
to adequately perform the job and meet the needs 
of the (organization). 

II. Employee Probation - The probationary period shall be an Integral 

part of the examination and selection process 
and shall be used by the supervisor to observe 
closely the employee's work, to t-^iln and aid 
the employee In adjusting to the position .... 
and to recommend (termination) of any employee 
whose performance falls to meet the required 
work standards. 

III. Employee Evaluation - SupervlSvrs should observe employee performanca 

on an on-going basis .... Formal evaluations 
must be performed annually for all employees 
The performance evaluation should be based on a 
written job description. 



Taken from Mendel , Guidelines for Developing Head Start Personnel Policies 
and Procedures , pp. 1 , 6, 11 . 
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Instructor's Final Checklist 



DETERMINING HIRING POLICIES AND INTERVIEWING PROSPECTIVE EMPLOYEES 



Performcnce Level: All items most receive o rating of 
ACCOMPLISHED. If items ore rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide if any learning activities must be 
repeated. 
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Note to Instructor : For a one-semester course, use the 
checklist statement(s) for Objective 1. For a one-year 
course, use the statement(s) for both objectives. 



Objective 1 

"^he student chose a topic related to hiring and wrote a 
policy related to it. The policy: 

a. Guided action toward the goals of the organization . . [ ] [ ] [ ] 

b. Was stated in understandable words [] [] [] 

c. Prescribed limits and channels for further action . . [ ] [ ] [ ] 

d. Is reasonably capable of being implemented [] [] [] 

Objective 2 

The student accurately listed six rules to follow when 

interviewing prospective employees [] [] [] 
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Instructor's Guide Sheet 



ENT-044 



WRITING POLICY PROCEDURE 



OBJECTIVE 

Given a policy statement (ENT-043, Evaluation Technique 1, p. 248), write an 
appropriate procedure in accordance with "Guidelines for Writing Policy 
Procedures" (p. 258). 

ATTITUDE/VALUE TO BE DEVELOPED 

The student will appreciate the importance of well -developed policy procedure. 



TEACHING STRATEGIES 



RESOURCES 



Have students write the procedure 
for a simple task (e.g., writing 
a business letter, planting com, 
baking a cake). Discuss with stu- 
dents the repercussions if the steps 
are not in a logical order or if one 
or more steps i^e omitted. 

Explain a policy procedure and pro- 
vide students with guidelines for 
writing procedure. Share examples 
of the school systems policy and 
procedure handbook. 

Using a policy statement on retraining/ 
crosstraining (p. 259, Section 1), 
have each student write a procedure 
to follow to implement the policy. 
Ask students how policy and proce- 
dure are related. 



Information Sheet, "Guidelines for 
Writing Policy Procedure," p. 258. 



Information Sheet, "Policy and 
Procedure for Employee Retraining/ 
Crosstraining," p. 259, Section 2. 



SUGGESTED EVALUATION TECHNIQUE 

Provide the students with a policy statement. Have them write an appropriate 
procedure in accordance with the "Guidelines for Writing Policy Procedure" 
(p. 258). 



SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

•Have each chapter officer and community chairperson write the procedure for 
implementing his/her assigned duties. 
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INFORMATION SHEET 
ENT-044 

GUIDELINES FOR WRITING POLICY PROCEDURE 
Policy procedure must: 

1. Include the appropriate steps for Implementing the policy. 

2. Be organ zed In a logical and systematic order. 

3. Be stated In clear and direct terms. 

4. Relate only to the policy for which It Is written. 
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INFORMATION SHEET 
ENT-044 

POL AND PROCEDURE FOR EMPLOYEE RETRAINING/CR0SSTRAININ6 

L Policy 

An employee who meets the minimum standards of his/her current work 
position may be eligible for retraining/crosstraining when the employee 
expresses an Interest in retraining/crosstraining and/or when the supervisor 
determines a need for retraining/crosstraining. 

2* Procedure 

a. The employee expresses a desire to retrain/crosstrain for a work 
position and/or the supervisor determines a need for an employee 
to retrain/crosstrain. 

b. If the employee expresses a desire to retrain/crosstrain, he/she 
fills out a written request to retrain/crosstrain. Requisition 
forms are available from the business office. The completed form is 
returned to the business office. 

c. If the supervisor determines a need for an employee to retrain/ 
crosstrain, he/she meets with the employee to discuss retraining/ 
crosstraining. If the retraining/crosstraining is agreed upon, a 
requisition form is filed with the business office. The form is 
supplied to the employee by the supervisor. 




ENT-044 



Instructor's Final Checklist 



WRITING POLICY PROCEDURES 



Performcnce Level: All items mosi receive a rating of 
ACCOMPLISHED. If any items ore rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide if any learning otHvities must bf 
repeated. 



II 



si 



Th(i student wrote an appropriate procedure for 
implementing a policy statement. The procedure: 

a. Included the appropriate steps for implement.ina 

tne policy ^ • . . [ ] [ ] [ ] 

b. Was organized in a logical and systematic order . . . [ ] [ ] [ ] 

c. Was stated in clear and direct terms [ ] [ ] [ ] 

d. Related only to the policy for which it was 

written [ ] [ ] [ ] 
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Instructor's Guide Sheet 



ENT-045 



WRITING JOB DESCRIPTIONS 



OBJECTIVE 

Without the use of resources, write a complete job description that includes 
the job title, the purposes of the job, a list of duties and 
responsibilities, and the employee's relationship with others in the 
workplace. 



AHITUDE/VALUE TO BE DEVELOPED 

The student will appreciate the importance of being able to accurately 
describe each job in a business operation. 



TEACHING STRATEGIES 



RESOURCES 



Have students read materials on 
job descriptions. 



Share and discuss with students 
examples of written job descrip- 
tions from local/area businesses 
and institutions (e.g., hospitals, 
school systems, franchise opera- 
tions, manufacturing plants). Ask 
questions such as: What information 
is included in a written job descrip- 
tion? Why is it important to write 
a complete job description? Who 
would be the most appropriate person 
to write a job description? What are 
the repercussions when individuals 
do not carry out their job 
descriptions? 

Have students read and discuss job 
descriptions for jobs in which 
they <ir« interested from the U.S, 
Department of Lai or' s Occupational 



Bittel, What Every Supervisor Should 
Know, pp. 230-231. 

Massie and Douglds, M anaging; A 
Contemporary Introduction , pp. 301- 
302. 

Spears iind Vaden, Foodservice 
OrganiZi i tions; A HanageriaTand 
Systems Approach , pp. 475-477. 



Information Sheet, "Criteria for a 
Complete Job Description," p. 263. 
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0ut1o6k Handbook or the Dictionary 
oi ftccupat^onal Title s. Have them 
compare these Job descriptions with 
criteria for copplete job 
descriptions. 

Provide students with an example of Information Sheet, "Making a Sample 

a written .1ob description for a Written Job Description More 

store buyer (p. 238). Guide students Complete," p. 264. 
In making the description more 
complete. 

SUGGESTED EVALUATION TECHNIQUE 

Have stuiients write a complete job description for a job with which they are 
familiar. The description should Include the job title, the purposes of the 
job, a list of job duties and responsibilities, and the employee s 
relationship with others in the workplace. 

SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Have current chapter officers write their job descriptions. Use them during 
officer elections and to orient new officers. 
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SUGGESTED EVALUATION TECHNIQUE 
ENT-045 



CRITERIA FOR A COMPLETE JOB DESCRIPTION 

Any job title needs a complete description of the duties to be 
performed. The following is ^ Mst of information which may be Included in a 
job descriptionc 

1. Job title. 

2. Purposes of the job. 

3. List of duties and responsibilities. 

4. Relationships with others. 



Joseph L. Massie/John Douglas, MANAGING: A Contemporary Introduction, 4/e, 
1985, p. 163. Adapted by permission of Prentice-Hall, Inc., Englewood 
Cliffs, New Jersey. 
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INFORMATION SHEET 
ENT-045 

MAKING A SAMPLE WRIHEN JOB DESCRIPTION MORE COMPLETE 
* A written Job description for a store buyer might be: •'purchases, 
receives, stores, and Inventories purchases." 

Additional Information to make description more complete : 

1. Determines what Items are needed by the business. 

2. Maintains an accurate and adequate Inventory. 

3. Negotiates with suppliers. 

4. Keeps up with new market Items. 

5. Is fair with suppliers. 

6. Educates the suppliers as to the wants and needs o^' the store. 

7. Disposes of excess and useable/unusable Items. 

8. Develops/uses In-house report forms. 

9» Organizes and administers the buying plan. 

10. Involves him/herself In self- Improvement activities. 

11. Reports to manager on weekly basis. 



Adapted from Stef anel 1 1 , Purchasing: Selection and Procurement for the 
Hospitality Industry , pp. 40-45. ' 
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Instructor's Final Checklist 



WRITING JOB DESCRIPTIONS 



Performance Level: All items must receive a rating of 
ACCOMPLISHED. If ony items are rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide if any learning activities must be 
repeoted. 



ll 



The student wrote a job description which included: 

a. Job title [ ] [ ] [ ] 

b. Purposes of the job [] [] [] 

c. List of job duties and responsibilities [] [] [] 

d. Employee's relationship with others in the 

workplace [] [] [] 
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Instructor's Guide Sheet 



ENT-046 



KNOWING EMPLOYEE RIGHTS AND RESPONSIBILITIES 



OBJECTIVE 

Without the use of references, accurately define employee rights and employee 
responsibilities. Accurately list four examples of employee rights and six 
examples of employee responsibilities. 



AHITUDE/VALUE TO BE DEVELOPED 

The student will appreciate knowing 
responsibilities. 



that employees have basic rights and 



TEACHING STRATEGIES 

Have students define rights and 
responsibilities. 

Have students list their rights 
and responsibilities as students, 
American citizens, and community 
leaders. 

Invite an employee to discuss the 
rights he/she has as a member of a 
business operation. 

Invite a representative from the 
United States Department of Labor 
to explain employee rights. 

Provide students with Information 
on the ways laws protect certain 
employee* rights. Lead a discus- 
sion on the rationale for such 
laws. Invite representative from 
the various regulatory agencies 
(e.g.. Social Security, Kentucky 
Labor Cabinet) to discuss their 
agencies and answer questions. 

Have students list characteristics 
of responsible employees. Provide 
students with a handout listing 
examoles of responsible employee 
behavior. Have students compare 
and discuss two lists. 



RESOURCES 

Information Sheet, "Rights and 
Responsibilities," p. 269. 



Brown and Warren, Economics of Our 
Free Enterprise System , pp. 165-166, 
284-285. 

Information Sheet, "Rights Protected 
by Laws," p. 270. 



Information Sheet, "Responsible 
Employee Behavior," p. 271. 
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Have students complete an activity 
on employer expectations. Discuss 



Activity Sheet, "Employee 
Expectations," pp. 272-273 



the ratings of each expectation with 
students. 



SUGGESTED EVALUATION TECHNIQUE 

Have students accurately define employee rights and responsibilities. Have 
them accurately list four examples of employee rights and six examples of 
employee responsibilities. 



SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Invite a member of the Small Business Administration or an attorney to 
present a chapter program on the legal rights and responsibilities of small 
business employees. 
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INFORMATION SHEET 
ENT-046 



RIGHTS AND RESPONSIBILITIES 

A right as defined In Webster's New Collegiate Dictionary Is "qualltl 
(In adherence to duty or obedience to lawful authority) that together 
constitute the Ideal of moral propriety or merit moral approval," ... 
"scmething to which one has a just claim," ... "the power or privilege to 
which one Is justly entitled." 

Webster defines responsibility as "... moral, legal, or mental 
accountability" and/or "reliability, trustwortheness." 



INFORMATION SHEET 
ENT-046 



RIGHTS PROTECTED BY LAW 



!• Freedom from health and safety hazards while on the job. (Occupational 
Safety and Health Act) 



2. Assurance of benefits at retirement age. (Social Security Act) 



3. Assurance of funds If unemployed through no fault of the employee. 
(Social Security Act, State Unemployment Insurance Programs) 



4. Protection against unfair labor practices. (United States Department of 
Labor, Wage and Hour Act) 



5, Protection against wage discrimination on the basis of sex. (Equal Pay 
Act) 



6, Protection against employment discrimination related to raco, color, 
religion, sex, or national origin. (Civil Rights Act) 



7. Protection against employment discrimination related to pregnancy, 

childbirth, or related medical conditions. (Civil Rights Act Amendment) 



8. Protection against employmentt discrimination for persons between the 
ages of 40 and 70. (Age Discrimination and Employment Act Amendment) 



9, Protection against employment discrimination related to hiring of the 
handicapped. (Federal Rehabilitation Act) 
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INFORMATION SHEET 
ENT-046 



RESPONSIBLE EMPLOYEE BEHAVIOR 

A responsible employee... 

1. tries to do his/her best. 

2. works for all of his/her pay. 

3. tries to learn something new at every opportunity. 

4. follows all of the company policies and procedures. 

5. gets along with other workers and supervisors. 

7. is neat and careful around equipment and machines. 

8. is friendly but business minded while on the job. 

9. rarely complains, and then only to the immediate supervisor. 

10. is not a clock watcher and works until the task is completed. 

11. asks for more money after he/she can handle higher levels of 
responsibility. 

12. asks for advancement only when he/she can prove he/she can handle 
higher levels of responsibilitycan be handled. 

13. is willing to admit mistakes and works toward correcting them. 

14. does not try to seek sympathy from other workers or instigate problems. 

15. leaves all family problems at home or seeks aid from his/her supervisor 
if work may be affected by the issue. 



Adapted from JISR Works, Description of a Good Employee . 
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ACTIVITY SHEET 
ENT-046 



EMPLOYER EXPECTATIONS 



Directions: Listed below are 23 employee work habits, 
were the employer. 



Rate each as If you 



IMPORTANCE TO 
AN EMPLOYER. 
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WORK HABITS 



Reports to work regularly and on time. 
Is dependable; does what Is expected. 
Follows rules and Instructions. 
Is loyal to employer. 

Works well with others; Is sociable and cooperative. 

Does nice work; performs quality work. 

Gets the job done; meets quantity demands. 

Dresses appropriately; has a neat appearance. 

Practices safety on the job. 

Performs consistently. 

Has a positive attitude toward work. 

Accepts advice. 

Meets physical requirements of the job (strength, 
endurance, coordination). 

Is able to learn the job. 

Does neat and careful work. 

Tolerates repetitive work. 

Knows how to do the job adequately. 
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IMPORTANCE TO 
AN EMPLOYER 
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WORK HABITS 



Is honest and truthful. 

Serves customers well; respects and appreciates them. 
Does not let personal problems interfere with work. 
Communicates effectively* 

Is able to hustle; functions well under pressure. 
Requires little supervision; has Initiative. 



ERLC 



Adapted from West Virginia Department of Education, Access; A Life Skills 
Program , Level III, S-14, "Aware of the Expectations of Others,"' pp. 2-3. 
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ENT-046 



Instructor 's Final Checklist 

KNOWING EMPLOYEE RIGHTS AND RESPONSIBILITIES 



Performance Level: All Items must receive a ratirK^ of 
ACCOMPLISHED. If any items ore roted NOT 
ACCOMPLISHED, the student and the instructor 
will decide If any learning octlvitles must be 
repeated. 




The student accurately defined employee rights [] [] [] 

The student accurately defined employee respcnsibilities . . [ ] [ ] [ ] 
The student accurately listed four examples of 

employee rights [] [] [] 

The student accurately listed six examples of 

employee responsibilities [] [] [] 
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Instructor's Guide Sheet 



ENT-047 



DETERMINING BENEFITS OF ORGANIZATION MEMBERSHIP 



OBJECTIVE 

Without the use of resources, accurately 11st five benefits of organization 
membership to an entrepreneur. 

AHITUDE/VALUE TO BE DEVELOPED 

The student will appreciate the benefits of organization membership to an 
entrepreneur. 



TEACHING STRATEGIES 

Have students list the organiza- 
tions to which they belong and the 
reasons for belonging to each. 
Lead a class discussion on reasons 
for belonging to student 
organizations. 

Invite an officer of a local/area 
civic organization to discuss the 
benefits of being involved in the 
community. 

Invite an officer of the school's 
teacher organization/association to 
discuss the benefits of belonging to 
a professional organization. 

Provide students with information on 
services provided to small business 
by organizations. Lead a discussion 
on how organization membership bene- 
fits the individual, small business, 
and the community. 

Have students interview small 
business owners/operators to determine 
the organizations to which they belong. 
Have them ask questions such as: Why 
did you join the organization(s)? 
What benefits do you receive from the 
organizatlon(s)? What other organiza- 
tions do you plan to join? 



RESOURCES 

Binkley and Byers, Handbook on 
Student Organizations in Vocational 
Education , pp. 1-10^ 



Information Sheet, "Association 
Services for Small Business," 
pp. 277-282. 
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SUGGESTED EVALUATION TECHNIQUE 

Have students accurately list five benefits of organization membership to an 
entrepreneur. 

SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Organize and conduct a chapter membership campaign that emphasizes the 
benefits of organization membership. 
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U.S. Small Bu$in€it Adfoinittntion 

Management Assistance 
Support Services 
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Management Aids 
Number 7.002 



Association 
Sendees for 
Small Business 



By Jammi P. Low, President 

American Society of 
Asssociation Executives 
Washington. O.C. 




Summary 



Accounting Services 



Most owner^manageri of a gmaii company have 
discovered the usefulness of membership in a trade 
association or professional society that represents 
their industry. Many associations offer technical help 
and expert guidance in such areas as research, 
marketing, management, finance, labor relations, 
government regulations, public relations, and 
problem-solving in general. 

This Aid discusses associations in general and 
represents a composite view of their functions to ac* 
quaint owner-managers of small business with their 
objectives. 



Some owner*managers of small business firms do not 
fully realize how much help they can get from an 
association that represents their industry. Every 
business firm needs technical help and expert guidmce 
in such things as research, sales promotion, manage- 
ment, finance, labor relations, government relations, 
public relations, and problem-solving in general. 

Older Than Natioii Jtspli 

The association movement is older than the Nation 
itself— in fact, much older. Trade associations in one 
form or another can be traced back ♦c ancient Egypt 
and China. 

In the United States today, nearly every industry, every 
business, every profession is represented by its own 
voluntary membership association. The purpose of the 
association is to advance the best interests of its 
members. In doing so. it also works to strengthen the 
economy and to preserve the incentive system and in- 
dividual free enterprise. 

Activities of Associations 

The American Society of Association Executives recent- 
ly conducted a nationwide survey of association ex- 
ecutives to determine the nature and scope of associa- 
tion activities. The findings of the survey show that 
dssociations. on a varying basis, provide a nu.nber of 
services to their members. These services are particular- 
irimportant to the small busmess owner-manager in 
helping him or her solve business problems, meet the 
competition, make increasing sales, and take advantage 
of business opportunities. 



The principal purpose of small business is to earn a 
profit! This means that you must have a budget and 
operate within that budget. The key is to have an ade- 
quate accounting system which shows at all times what 
the costs of doing business actually are. The system 
.«hould make readily available all the information ycu 
need to keep costs under control. 

Here are some of the things that, generally speaking, 
associations do for their ^.;?mbers to help them solve 
their accounting problems: 

Provide accounting manuals. 

Publish comparative statements, ratios. 

Publish uniform account classifications and definUions. 

Conduct cost studies. 

Provide accounting forms. 

Maintain an accounting committee for industry. 

Provide c ^nsultation to install and maintain accounting 
system. 

Provide centrahzed accounting services. 

Advertising and Marketing Services 

In order to earn a profit in business, the owner- 
managers of small companies not only have to keep 
costs under control but also make sure they get their full 
share of the market and keep their sales increasing. 

Here are some of the things that, generally speaking, 
associations do for their members to help them soive 
their advertising and promotion problems and to gam 
more customers: 



Provide members with advertising materials. 

Sponsor paid advertising for industry. 

Engage in mutual theme advertising with meniberb 

Exhibit in shows of other associations. 

Collect and distribute requests for products or servuei) 
of members. 
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Forecast future demands and trends. 

Conduct consumer research for facts regarding buying 
or selling of products or services. 

Provide members with point-of-purchase materials. 

Conduct studies or provide methods of merchandising. 

Aid to the Disadvantaged 

Every small business owes part of its success to its civic 
spirit— Its willingness to contribute to the well-being of 
society. Although an indirect path to growth in 
business, in the long run the goodwill created is a con- 
tributing factor and one that brings satisfaction as well 
as support to the small business. 

Here are some of the things associations are doing today 
to help others in one area of pu^^lic service—aid to the 
disadvantaged: 



Encourage members to hire the disadvantaged. 

Help members understand on-the-job training. 

Study opportunities for employment within industry. 

Work with Federal and S ^te government for expanded 
apprentice training. 

Encourage minority-group entrepreneur programs. 
Operate a placement service for the disadvantaged. 

Consumerism 

An area of growing concern to the owner-manager of a 
small business today is being sure what product will 
please the consumer. Consumerism is important io you 
because it can affect your profits as well as your 
business reputation. 



Here are some of the thingc that, in increasing measure, 
associations do for their members to help them do the*: 
part to protect the consumer. 



Publish a code of ethics which includes requirements 
for consumer protection. 



Encourage the public to report to the association about 
unsatisfactory products or services. 

Encourage members to adhere to truthful and factual 
advertising. 

Work with State agencies on licensing procedures. 

Conduct educational programs to inform the public 
about what industry is doing to protect users. 

Sponsor an accreditation program or certification pro- 
gram of members. 



Ecology and Environmental Programs* 

In the eyes of the public today, all business—large and 
small— has increasing responsibility for protecting the 
environment. When a company is recognized as one 
that seeks to protect and not to damage the environ- 
ment, it will gain in public goodwill— a valuable asset to 
the business. 

Here are some of the things associations do to try and 
help their members protect the environment: 

Work for legislation that sets standards for environmen- 
tal control. 

Maintain a committee to study ways to reduce pollution 
or to improve environmental quality. 

Work for legislation that provides incentives to industry 
for improved environmental control. 

Conduct research to improve methods of waste disposal 
and to eliminate pollution. 

Sponsor programs to encourage clean-up or package- 
return campaigns 



Education 

The small business owner-manager stands to gain both 
directly and indirectly from the educational programs of 
a trade association or professional society. 

Here are some of the things that associations do for 
their members—and on behalf of their members— to pro- 
mote and encourage continuing educition for business 
people and others: 

Sponsor short courses, clinics, seminars, workshops, or 
institutes for industry 
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Provide certificates, diplomas, and awards for comple- 
tion of educational programs. 

Provide tests and manuals for employee training. 

Provide films and cassettes for training programs. 

Cooperate with distributive education programs. 

Provide scholarships. 

Underwrite fellowships or grants. 

Employer-Employee Relations 

Good relations with employees contribute to greater pro- 
ductivity on their part. And greater productivity, of 
course, improves the business profit picture. So. ob- 
viously, good relations with your employees are impor- 
tant. 

Here are some of the things that associations do for 
their members— and on behalf of their members— to 
bring about better employer-employee relations: 

Conduct surveys concerning members' 
employees— wages, work schedules, fringe benefits. 

Disseminate information on State and national labor 
relations. 

Hold meetings to discuss employee-employer relations. 

Conduct programs aimed at better health and safety of 
members' employees. 

Provide career manuals to schools. 

Conduct personal policy surveys. 

Provide medium of excharxge for mtntber?' labor con- 
tracts. 

Operate executive referral or personnel placement ser- 
vice. 

Provide information on job evaluation plans, incentives, 
and aptitude tests. 

jGovernment Relations 

Developments in business influence the course of 
government. Developments in government, in turn, af- 
fect the atmosphere in which business operates. 



It is. therefore, of great importance to the owner- 
manager of a business to know what is happening in 
government, as well as what is being planned and pro- 
posed. You can help make sure that informed views on 
current issues are expressed to government and heard 
by government. 

Here are some of the things that associations do for 
their members to help them in gover-iment relations. 

Cooperate with interested government agencies and 
government officials in the solution of problems affec- 
ting industry and the economy, along with the well- 
being oi the public. 

Inform members bbout Federal legislative developments. 

Equip and encourage members to express personal and 
knowledgeable views on legislative issues to their con- 
pressmen. 

Inform members about Federal administrative actions or 
rulii\gs. 

Inform members about State and local legislative 
developments. 

Testify before Congress or State legislatures. 

Maintain a legislative committee to study legislative 
issues hnd make recommendations. 

Assist State government by providing facts and 
statistics. 

Draft legislation or model laws. 

Assist Feder overnment by providing facts pertaining 
to production opacity, and inventories of industry. 

Report Federal court decisions to members. 

Train and encourage members to be more active in the 
political party of their choice. 



Publishing 

Here are some of the Aings that associations do for 
their members (1) to keep them well informed abou' 
technical and other changes taking place in their 
dustry and (2) to bring them the news about important 
people in the industry: 

Publish legislative, technical, and other bulletins as 
news dictates. 
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Publish membership directories. 

Publish handbooks, manuals, and the like. 

Publish magazines, trade journals, or newsletters. 

Publish digests of laws. 

Publish directories of suppliers, buyers. 



Publicity and Public Relations 

Here are some of the things that associations do for 
their members to create greater goodwill for tL- par- 
ticular industry anr* greater consumer acceptance of the 
industry's products and services: 



Provide mass media with stories of interest and news 
releases concerning industry. 

Provide industry and trade journals with information 
about developments in industry and services of in- 
dustry. 

Maintain a public relations committee. 

Provide members with news stories which they can use 
in their own community. 

Provide speeches which members can use in their own 
community. 

Provide members with public relations films. 



Research, Standardization, Statistics 

Here are some of the things that associations do for 
their members in the areas of research, standardization, 
and statistics to provide them with needed and depen- 
dable information. Such information can help them im- 
prove the quality and performance of their products 
along with the efficiency and profit-making potentials of 
their business: 



Conduct studies designed to improve products or serv- 
ices of members. 

Conduct studies to develop new methods and techni- 
qoes. 

Conduct research on management and personnel perfor 
mance. 
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Conduct research to develop new products or services. 

Cooperate with governmental agencies to review and 
improve standards and specifications. 

Publish product standards and specificawons 

Study standard types, ^izes. grades. 

Study standard dimensional and other tolerances and 
nomenclature. 

Develop standard operational procedures for office and 
plant. 

Establish criteria on properties and performance for use 
in grading, approving, certifying. 

Disseminate statistical data compiled by governmental 
agencies. 

Prepare long-term and short-term forecasts. 

Regularly compile and disseminate statistics reflecting 
such things as orders, sales, production, construction, 
inventories, employment, operating ratios, profits. 

Overall Scope of Services 

The above discussion shows many of the different serv- 
ices of major importance which today's trade associa- 
tions and professional societies of this country make 
available to their members. 

Of course, not every association provides every one of 
these services to its members. This is a composite pic- 
ture of associations as a whole. 

Tha main point is that the association in your field of 
business offers you many valuable services which are of 
particular he!p to you as a small business manager. You 
may obtain them at a very reasonabh cos* through pay- 
ment of membership dues and by participating in the 
work of your association. 



Cost to You 

Naturally, one of the chief aspects of interest to the 
owner-manager of a small company is how much it 
costs to belong to an association. Dues vary according 
to the group and the amounFof services it offers. 
Generally, dues are a fraction of-1 percent of the 
member's annual volume of business. Some associations 
charge a uniform fee. A few use a combination figure 
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derived from the rate based on volume plus a specific, 
flat charge. Many groups also have a ceiling on the dues 
they charge. 

Among State and national associations, annual assess- 
ment of dues is the most common method. Local 
associations often assess dues by the month instead of 
annually or semi-annually. 

Considering the services available, the forward-looking 
small business owner-manager will regard association 
dues not as an expense but as a form of investment 
toward improving the company. 



:jpies of this Aid are available free from SBV P 0 Box 15434 fo-l Worth. TX 76119 Aids may be condensed or reproduced rhe> rra. 
steered to imply approval by SBA of any private organization, product or ^nvice If material is reused, credit to SBA will be appreciater 
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Instructor's Final Checklist 



DETERMINING THE BENEFITS OF ORGANIZATION MEMBERSHIP 



Performance Level: All items must receive a rating of 
ACCOMPLISHED. If any Items ore rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide if any learning octivities must be 
repeated. 



! 



The student accurately listed five benefits of 
organization membership to an entrepreneur . . 



[ ] [ ] [ ] 



27. 
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Instructor's Guide Sheet 



ENT-048 



DEVELOPING TIME MANAGEMENT SKILLS 
OBJECTIVE 

Without the use of resources, accurately list three ways of improving time 
management. 

AHITUDE/VALUE TO BE DEVELOPED 

The student will appreciate the importance of effective time management. 



TEACHING STRATEGIES 

Have copies of a time manage- 
ment resource book available for 
student use. 

Have students complete activities 
to help them develop time manage- 
ment skills. 

Have a small business owner/operator 
discuss the benefits of developing 
and using time management skills. 



RESOURCES 

Lakein, How to Get Control of Your 
Time and Your L<fe. 



Activity Sheet Packet, "Making 
Effective Use of Time," pp. 286-299. 



SUGGESTED EVALUATION TECHNIQUE 

Have students accurately list thrse ways of improving time management. 



SUGGESTIONS TO STUDENT ORGANIZATION FOR RELATED ACTIVITIES 

Encourage chapter members to participate in chapter activities that develop 
time management skills (e.g., extended learning activities, degree 
activities, competitive events/contests). 

Report on various methods of improving time management skills from a time 
management resource (e.g., Lakein, H ow to Get Control of Your Time and Your 
Life). 
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ACTIVITY PACKET 
ENT-048 



MAKING EFFECTIVE USE OF TIME 

Lesson 1 
Planning a Daily Timetable 

Lesson 2 
Planning a Weekly Timetable 

Lesson 3 

Keeping Schedules and Meeting Deadlines 



Adapted from Access: A Life Skills Curriculum , Level II: S-7. 
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LESSON 1: PLANNING A DAILY TIMETABLE 



Activity 1 ; Explain to students that 1t Is Important that a person learns to 
plan his/her day. If a day Is not planned, a person may find that he/she Is 
unable to get Importan . tasks accomplished. 

Activity 2 ; See Student Worksheet: Each Day , p. 260. Have students, for 
one ful I week, make a list of the major activities they do each day. 



Activity 3 : See Student Worksheet: Ten Activities , p. 261. Have studants 
look at the worksheet of dally activities from Activity 2 and ask them to 
write down the approximate amounts of time It takes to do each activity. 
Also, i^ave them write the time of day they do the activity. I.e., morning, 
afternoot^:^ ril^jht. 



Activity 4 : After students have determined the typical activities for a 
week, have them plan a schedule for one day. Have them use the following 
procedure: 

1. Make a list of everything you think you will have to do tomorrow. 

2. Next to each activity, write the anount of time you think the activity 
will take. 

3. Put the time of day you w1"!l need to do the activity. If you have an 
appointment, write the exact time. 



Activity 5 : Check each student^s schedule. Explain the importance of having 
a balance of activities. See if everyone has some recreation planned. Show 
students that they nust use other schedules such as television or bus 
schedules in order to plan their own. 



Activity 6 : See Student Worksheet: Wish Schedule , p. 262. He'^p students 
plan a wish schedule. Discuss the idea that a wish schedule should be 
incorporated into 3 daily schedule when possible to make days more exciting 
and interesting and to help set goals. 



Activity 7 : Encourage students to continue planning daily schedules until 
they become proficient. 
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STUDENT WORKSHEET 



EACH DAY 

DIRECTIONS : Use this worksheet to write the most Important things you do 
each day this week. The list below may help you. 



MONDAY TUESDAY WEDNESDAY 



THURSDAY FRIDAY SATURDAY 



SUNDAY 

Examples: Sleep 

Go to school 



Play a sport 

Go to a movie or game 

Visit a friend 

Get ready for school 

or work 
Watch television 
Do homework 
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STUDENT WORKSHEET 



TEN ACTIVITIES 



DIRECTIONS ; Write 10 activities you might do during the morning, afternoon , 
or night. Write when It is done, and the amount of time you 
think It might take to do It. Use the times below to help you. 



THINGS I DO IN THE MORNING, AFTERNOON^ OR NIGHT 

ACTIVITY WHEN ACTIVITY IS DONE HOW MUCH TIME IT TAKES 



1. 






2. 






3. 






4. 






5. 






6. 






7. 






8. 






9. 






10. 







all day 
about an hour 
two hours 



all morning 
all afternoon 
a few minutes 



all night 
3 or 4 hours 
30 minutes 



10-15 minutes 
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STUDENT WORKSHEET 



WISH SCHEDULE 

DIRECTIONS ; Make a list of things you wish you could do. Use your list 
and make a daily schedule. Show how you would spend your day 
if you could do anything you want. 



TH I NGS I WOULD LIKE TO DO; 



A WISH DAY; 



MORNING ACTIVITIES 



AFTERNOON ACTIVITIES 



NIGHT ACTIVITIES 
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LESSON 2; MAKING EFFECTIVE USE OF TIME 

Activity 1 : Explain to students that It Is Important for a person to plan 
his/her week. If the week is not planned, a person may find that he/she 1s 
unable to meet commitments. Also, a person may not be able to get Important 
tasks accomplished. 



Activity 2 : See Student Worksheet: How Ma n y Times , p. 264. Use the 
worksheet to help students icientify the numBer of times per week typical 
activities are done. 



Activity 3 ; See Student Worksheet: Next Week , p. 265. Have students write 
all the fixed activities that they know will occur in the coming week. Use 
examples of such tasks as going to school and going to a doctor's appointment. 



Activity 4 : See Student Worksheet? Next Week's Schedule , p, 266. Use the 
worksheet in connection with the work done in ^ctivity 3. Help students plan 
a schedule for one week. 



Activity 5 : After students have planned their weekly schedules, have them 
use the following checklist to see if their week is balanced. 

I made time for recreational activities. 

I put in things I know I have to do. 

I made time to spend with family and friends. 

I made time just for me. 



Activity 6 : Discuss with students that schedules can and should be changed 
when necessary. Put the following examples on the boird and talk about 
whether each situation warrants changi'^j a weekly schedule. 

- Someone in your family became- ill. 

- A school meeting you always attend was movs-d to the same night you are 
supposed to babysit for your neighbor. 

- You found out there was a one-day sale at tha department store and you 
need new clothes. 

Kavf the students give other examples of times when they should/should not 
change a preplanned schedule. 
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Activity 7 : See Student Worksheet: Schedule Change , p. 267. Use the 
worksheet to help students identify situations in whicn they should/should 
not change a preplanned schedule. 

Activity 8 : Encourage students to continue to make weekly schedules of 
activities until they can do so mentally and without a written schedule. 
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STt'DEIIT WCaKSHEET 



HOW MANY TIMES 

DIRECTIONS ; Here is a 11st of activities people might do In a week's time. 

Below the list are ways to mark eech activity to show how many 
times a week a person might do It. 



Activities People Do During a Week 

EV 1. Brush your teeth. 

2. Go to the dentist. 

3. Watch television* 

4. Go to school. 

5. Eat breakfast. 

6. Clean the house. 

7. Go to work. 

8. Go to church. 

9. Go to a movie. 

10. Go to the store. 

11. Go out with friends. 

12, Do homework. 

13. Attend meetings. 

14. Visit with family members. 

15. Attend to personal needs. 



EV Everyday 

1 One time a week 

Z - Two times a week 

3 ^ Three times a week 



4 = Four times a week 

5 = Five times a week 

6 = Six times a week 

0 = Every once in a while 
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STUDENT WORKSHEET 

NEXT WEEK 

DI RECTIONS : Think about next week. What things do you know you will have to 
do next v^ek? 

Make a 11st of everything you must do next week. 



Things I Have To Do Next Week 



_2. 



_5;^ 

6^ 

Jj. [ 

8. 

_9. 

10. 



e 
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STUDENT WORKSHEET 



NEXT WEEK'S SCHEDULE 



DIRECTIONS : Plan your schedule for next week. Be sure to use the 11st you 
made of things you have to do next week* You also may want to use such 
things as the television schedule and !deas from your teacher, family, and 
friends things you might do next week. 



Day Morning A f ternoon Night 



Sunday 








Monday 








Tuesday 








Wednesday 








Thursday 








Friday 








Saturday 
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STUDENT WORKSHEET 



SCHEDULE CHANGE 

DIRECTIONS ; Read each event listed below. Think about the schedule you made 
for the week. Would you change your schedule for any of these things? If 
you would, write YES next to each thing for which you would change your 
schedule. 



Things That Happened That I Did Net Expect 



!• My dog Is very sick and I must take him to the vet. 

2. I woke up sleepy this morning dod I am supposed to go to school. 

3. I stayed out late last night a-.id I don't feel like going to work 
today. 

4. I had a car accident and I hurt my leg. I can hardly walk. 

5. I was not hungry so I decided to skip breakfast. 

5, I was supposed to take my friend to a movie but I would rather 
work on my car. 

I promised I would help my father cut the grass, but I want to 
watch the ball game. 

8. I told my neighbor I would take care of her children tonight, 
but I don't feel like going ovfr there. 

9. My favorite television show was changed to Saturday night. I 
told my little sister I would take her skating Saturday night. 
She has been excited about going all week. 

10. I woke up feeling very sick today. I have a fever. 
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LESSON 3: KEEPING SCHEDULES AND MEETING DEADLINES 



Activity 1 ; Discuss with, students the Importance of keeping schedules and 
meeting deadlines. Talk about the results when someone does not keep a 
comml tmen v . 

Activity 2 ; See Student Worksheet: Important/Kot Important , p. 298. Use 
the worksheet to help students Identify the times when 'tis Important to 
keep a scheduled commitment or meet a deadline. 

Activity 3 : Ask students to make a list of everything they must have 
finished or every goal they must meet next week. Use the following examples 
to give them some ideas: 

1. I must turn in my report to class next Friday. 

2. I must study for a test that I will take next Tuesday. 

3. I told my mother I would have the yard raked by Saturday night. 

Ask the students to make their own list of deadlines and coninitments. 



Activity 4 : Discuss with students the idea that every goal must be broken up 
into smaller goals in order to reach it. Give the following example. 

GOAL - TURN IN MY REPORT TO CLASS BY FRIDAY. 



To get there I must: 

1. Read the tfxtbcok. 

2. Read some Dther resources about the subject. 

3. Outline t ie report. 

4. Write t!ie report. 

5. Check my spelling and neatness. 

6. Turn in the paper. 

Have the students give other example of things they must do and the small 
steps they must take in order to reach their larger goals. 

Activity 5 : Discuss with students that it is important to set priorities. 
Introduce them to the idea of a "To Do" list. Have each student make a "To 
Do" list of the things he/she must or would like to do for the rest of the 
day. 
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Activity 6 t Show students a system for prlorltlzl'^g their "To Do" lists. 

1. Put an A by those things that must be done today* 

2. Put a B by things that would be better to do today but It would not be 
terrible If they were not. 

3. Put a C by those tMngs that It would be nice to do today but that could 
wait until tomorrow. 

4. Number In descending order from most to least Important all the A's 
an::! B*s. 



Activity 7 ; See Student Worksheet: How Important ?, p. 299. Use the 
worksheet to help students learn to prioritize their "To Do" lists. 



Activity 8; Discuss plans for getting things accomplished. Share with 
students that the more organized they are, the more time they will have to 
spend doing the things they want to do. 



Ac tivity 9 ; Encourage students to continue to use dally "To Do" lists. 



2^4 

297 



STUDENT WORKSHEET 

IMPORTANT/NOT IMPORTANT 

D IRECTIONS ; Below are activities people may want you to do. Next to each 
thing write an "I" If you feel It Is Important to do and a "U" if you feel 
this is unimportant. 

Activities People Hay Want You To Do 

1. Get to school on time. 

2. Watch your favorite television show. 

3. Get to bed in time to get enough sleep. 

4. Get some food from the m?rket for supper. 

5. Paint a picture to hang in your room. 

6. Meet a friend at 1;00 as you promised. 

7. Visit a friend when he said, "Come over to my house if you feel 

like it." 

8. Take a fifteen-minute break and then get back to work. 
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STUDENT WORKSHEET 



HOW IMPORTANT? 

DIRECTIONS : Make a 11st of the activities you have to do for the rest of the 
day. Also Include things you would like to do today. Next, use the chart to 
decide how important each thing Is. 

A = I must do this today. 

B = It Is Important to try to do this today, but It could wait until 
tomorrow. 

C = It would be nice to do this today, but I do not have to. 
"To Do" List - A Things 



"To Do" List - B Things 



"To Do" List - C Things 



Go back to your list and put a number, starting with 1, next to each activity 
in each category on you list. You will then know in which order to do things. 
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Instructor's Final Checklist 



DEVELOPING TIME MANAGEMENT SKILLS 



Performcrce Level: All items must receive a rating of 
ACCOMPLISHED. If any items ore rated NOT 
ACCOMPLISHED, the student and the Instructor 
will decide if any learning activities must be 
repeated. 





shed 


V 












I 


ll 




II 









The student accurately listed three ways of Improving 

time management [J [ ] [ ] 
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Instructor's Guide Sheet 



ENT-049 



EVALUATING AND SELECTING COMPUTER SOFT/HARDWARE OPTIONS FOR SMALL BUSINESS 



OBJECTIVES 

(1) Given a small business computer software needs analysis worksheet, 
complete a needs analysis* 

(2) Using a computer needs analysis. Identify an appropriate software program 
and hardware. 



AHITUDE/VALUE TO BE DEVELOPED 

The student will appreciate the Importance of knowing needs when selecting 
small business computer soft/hardware. 



TEACHING STRATEGIES 
Objective 1 

Have students read materials on 
using computers In small business. 



Invite a person In computer sales 
to demonstrate and discuss computer 
options for small business. 

Invite a small business owner/operator 
or financial secretary to discuss how 
the computer Is used In the business 
operation. Have the presenter explain 
how computer needs were determined. 

Objective 2 

Provide students with current Informa- 
tion on small business computer 
programs and hardware systems* 



RESOURCES 



Samson, et al.. Retail 
Merchandising , pp. 507-514. 

Small Business Administration, "How 
to Get Started with a Small Business 
Computer." 



Computer catalogues and magazines. 

Hallerman, "Buyer's Guide to 
Computer Systems," Family Computing 
Magazine , June 1987, pp. 31-38. 
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Information Sheet, "Can You Use a 
Minicomputer?" pp. 303-309. 



Rel.snyder, "Shopping for Software," 
Family Computing , June 1987, pp. 46- 
47. 

School instructional supplies and 
materials catalogues. 



SUGGESTED EVALUATION TECHNIQUES 

(1) Provide students with a small business computer software needs analysis 
worksheet (p. 310). Have them complete the needs analysis. 

(2) Have students study a completed computer software needs analysis (ENT- 
049, Evaluation Technique 1) and then Identify an appropriate software 
program and hardware. 

SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Develop or buy computer software to as'.ist with chapter management. 
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U.S. SmaU BusinM Admiaiitntioa Management Aids 

Office of Number 2.015 

Business Development 

Can You Use 
a Miiiicomputer? 

By Edwaid C Knintr 

Arthur Young k Company 
New York. New York 



Summary 

As businet Mf grow, their information and record- 
keeping needs get ever larger and more complex. Even 
relatively small businesses have begun to turn to elec- 
tronic data processing to deal with these needs. 

This Aid discusses how to go about determining if a 
minicomputer can help you understand and control 
the course of your business. It offers ti)ps on how to 
plan for, what to look for ih, and where to find a 
minicomputer system to meet your needs. 



What Is A Minicomputer? 

"Minicomputer" is a term for a wide variety of small, 
relatively inexpensive computers. A minicomputer has 
these characteristics: 



Don't install a minicomputer with the idea that any in- 
formation you want will be instantly available. 
Minicomputers require structured, formal processing 
that may not produce some information as fast as an in- 
formal system could. 

While on the subiect of "don't." the;e are several 
mistaken expectations about ct.mpiiters in general 
which should be mentionud 

Don't expect the installation of a minicomputer to help 
define the jobs inat must be done. The minicomputer is 
a tool to get those |obs done, but the jobs must be well 
defined first. 

Don't expect a minicomputer installation to occur hke 
magic. Minicomputer selection and installation will be 
successful only through top management involvement 
and hard work. 



It is a general purpose computer which can be program- 
med to do a variety of tasks. 

It is relatively inexpensive with systems hardware 
available for under $25,000. 

It is small, lightweight and can be used in an office 
without special air conditioning or power supplies. 

It is generally designed so that input can be entered 
directly into the system. Data, such as a sales order is 
put into the computer at ihe same time it is created; 
there are no intermediate steps such as coding sheets 
from order blanks and key punching cards from 
documents. 

It can be operated by users who don't have special com- 
puter knowledge. 

Why ShouldnH You 
Get a Minicomputer? 

There are good reasons for acquiring a minicomputer, 
but first you should know the reasons why you 
shouldn't get one: 

Don't get a minicomputer to clean up a mess in the of- 
fice. The mess will only get worse if you attempt to 
computerize it. 

Don't put in a minicomputer because you don't have the 
right people to do the jobs your organization. At least 
initially, the minicomputer will make more demands on 
your organization. 



Don't expect any minicomputer system to exactly fit 
your present methods. If you aren't willing to hsten to 
new ideas on solving problems, you won't be able to in- 
stall a minicomputer successfully or at a reasonable 
cost. If you currently use a manual system, first study it. 
You may be able to streamline it enough to delay going 
to a minicomputer. 

Don't acquire a minicomputer to generate a lot of infor- 
mation you won't use. Growing companies may benefit 
from structured management information systems, but 
many owner-managers of small companies already have 
tneir fingers on the pulse of their businesses and don't 
need a formal, electronic system. 

On the other hand, the inability of busy owner-managers 
to maintain a personal management grasp of all that's 
going on in rapidly growing businesses is probably the 
most common reason why companies get minicom- 
puters. 



Why Should You 
Get a Minicomputer? 

Keeping the "don'ts" in mind, here are some other 
reasons why companies do acquire minicomputers. 

Cost of batch or on-line bureau. Companies with men 
thly service bureau bills of $1,000 may be able to 
achieve dramatic cost savings by going to a mini. 
Replacing a batch oriented service bureau with a mini 
can also result in improved turnaround time and bettei 
control over reliability. 



ERIC 



304 291 



Compctitlva Situation. Have competitors started getting 
orders that you used to get. or are they coming closer? 
Maybe they're getting better informi^tion or analysis 
from their computer* and you should look closely at 
your situation. 

More or better information. Are you unsure which pro- 
ducts or sales territories generate the most and pro- 
fitable sales? Is this information you'd use for making 
decisions? If you could extract this information from a 
current manual bVbtem. but u :lv atter expending consid- 
erable time, you may ^md a mini useful. Such mana^e- 
ment information mdv be produced ds a by product ot 
the other |obs your muw does 

Customer service. Do you need quick information about 
delivery status, item availability, price, or credit and 
find that it is not readly available? 

Inventory control. When you buy inventory, do you 
always buy a little bit more than you think you 
need«-just to be safe? Although you have no major pro- 
blems, does information on low stocks and turnover get 
to you a little bit late? Has your inventory dollar invest- 
ment gone up much more than inflation would justify? 

Clerical costs. If you have to employ many c'erks to 
add numbers, check prices, and prepare reports, a mini 
might reduce costs and improve employee morale. First 
make sure that clerical tasks are being done efficiently. 

Paperwork. Does everybody seem contmually swamped 
with paperwork even though systems are well defined 
and run smoothly? 

At this stage make sure you have a clear understanding 
of the long and short range goals of your firm, the ad- 
vantages and disadvantages of all of the alternatives to a 
mini, the work required, and specifically what you want 
to accomplish with a computer Above all. make sure 
you're comparing the best system you could come up 
with using your present resources with the minicom- 
puter system you hope to get. It may be possible to im- 
prove your existing system to do the lob 

What Are the Components 
of a Minicomputer System? 

Anyone who becomes involved with computers is soon 
deluged with a bewildering number of "buzz words.'* 
You'll be hearing about hardware, software. CPU. K. 
disk. CRT. and the like. What does all of this mean? 

Hardward versu» software. The tangible electronic cir- 
cuits and electro-mechanical devices which make up a 



minicomputer system are called hardware* That in- 
cludes the power supplies, cabmetry. and components 
which perform three essentiel functions: 

Storing data, 

Manipulating data, 

Inputting and retrieving data. 



The set of prograrrs that control the computer's opera- 
tion are called software. A set of instructior.s that do a 
particular task is called a program. Programs are first 
written language (like FORTRAN. COBAL. BASIC, etc.) 
that is easy for people xo work with. These languages 
are then converted into language the computer can ex- 
ecute by special compiler or interpreter software. 

General definitions of hardware. A minicomputer 
system comprises: 



Component 

Central Processing Unit 
(CPU) 



Main Memory 



Mass Storage 



Input Device(s) 



Output Device(s) 



Function 

The CPU performs logic 
calcuhtions. manages the 
flow of data within the 
computer, and executes pro- 
gram instructions. 

This memory is measured 
in the "K" you'll often hear 
mentioned— for example 
32K (32.000 positions.) It is 
simply a storage area readi- 
ly accessible to the CPU. 

This storage is simply "non- 
main." There are a number 
of devices available, such as 
disk, diskette, and magnetic 
tape 

These units are used to 
enter data into the system 
for processing. An input 
device commonly used with 
minicomputers is a com- 
bination keyboard and 
television-like display 
screen called a CRT 
(cathode ray tube) 

These display the data. The 
most common output device 
13 a printer. 
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Softw«r» pompoB^nts* Very briefly and simply, the 
following constitute the software components of a com- 
puter system: 



CompOBfOt 

Operating System Soft- 
ware 



Applications Programs 



Compilers and 
Interpreters 



. Function 

Software which tells the 
hardware how to run. 



Software written to perform 
a particular function, such 
as accounts receivable, 
payroll, or inventory control 
"applications.** 

Special software which 
translates programs into 
machine language that the 
CPU can execute. 



How Much Does 

a Minicomputer Cost? 

The major cost components of a minicomputer are l) 
main memory. 2) mass storage (disk). 3) peripherals 
(CRT and printer). 4) operating system software and 
compilers. 5) applications programs, and 6) the CPU 

There is a direct relationship between cost and perfor- 
mance of minicomputer systems. This relationship 
allows you to pay for only what you need to perform the 
jo^j. The wide variety of possible configuations and 
prices of hardware and software (which can end up 
costing two or three times the hardware over the long 
run) makes it extremely important for you i.. know what 
is and what is not include^ in the price. You also need 
to be wary that you don't bu> more or less than >ou 
need. 



The Minicomputer Marketplace 

Very few minicomputer manufacturers provide applica- 
tions software. A system can be acquired m two ways. 

Getting both hardware and software from an indepen- 
dent systems company, a turnkey" system, or 

Buying- the software from an independent software com- 
pany. 

Having one company responsible for both hardware and 
software is the main advantage of the "turnkey" option. 



You may be ablet to get a manutatturer to assume total 
system responsibiity. though most arc rnluctant The tm- 
protant consideration, in any event, is. Does tnc hard* 
ware, total systems, or software companv have a 
reasonable chance of being arounii in \t\ft tuture wherv 
you need them? Are their business sur\i\dl prospec.is 
good? 



Sorting It Out 

Too often, computers are bought from in^ first sales 
representative through the door How cio \ou sort out 
the problems of what to bu> and from unom? 

If you are a first-time user, look for a turnkey system 
already in operation which exanly (or almost exactly) 
suits your needs and fits your business. A system that 
"generally fits" your industry may not meet your needs. 

If you can't find a system which exactly fits, look Tor 
one that's close and get a specialist's opinion on how 
big the job would be to convert ii to your needs—or to 
L.iunge your operation a little to fit the system. 

I'm* mdiHitcK tur(*rs rt firt sfiiKinxcs hi stt r-r \uii in mrn- 

information from industry trade dssociduons. Take ad- 
vantage of all the outside sources of help and mturma- 
tion you can— consultants, computer users associdhons. 
data processing publications Especially, talk to people 
v\ho have been tnrough the experience of installing a 
computer system 



How to Acquire a Minicomputer 

Once you've dec ided to get a minicomputer system, hou 
do you go about it.' Here arc the general steps. 1} deter- 
mine your requirements. 2) prepare a request for pro- 
posal. 3) evaluate the minicomputer system proposal 

Determining Your Requirements. As a first step, it is 
usually desirable to carefullv audit vour current opera- 
tions and procedures Document what you want the 
system to do. 

List the specific outputs you need. Wl.di kind of reports 
and documents do you want*^ How often^ What informa- 
tion do you want in the reports? How many copies oi 
the Items do you want? In what format*^ 

List the specific inputs available and m wnat form 
they're available Where possible, define the format of 
the data which must be processed. 
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Determint the flow of accounting information from tht 
system to your general ledger what entries must be 
made, what will the source of each entry be. and what 
documentation and audita trials are necessary to sup» 
port the entries. 

Do you want an mqutry feature? (inquiry is the ability to 
request information from the minicomputer through a 
terminal. CRT for example, on an as needed basis.) If 
you want inquiry, specify what information must be 
available on request in what form you want answers to 
your inquires. 

Do your best to make an informed guess about what 
type of system you need and its cost. While this is a 
technical task, you can make a rouxh estimate which 
will help you to eliminate some vendors and systems. 

All through this exercise be critical of what you want. 
Most of us usually want exactiv uhat we've already got. 
What you've got may be not what you need. Be flexible; 
be ready to change the kinds of reports you want: be 
able to accept different forms of the information you 
need to run your business. 

Evaluating Software. If >ou can find an acceptable, 
proven software package on the market. >ou can save 
many dollars in software developniunl coblb and months 
of development time. Here are the item^ to look *"or in 
evaluating a software package: 

Will it require >ou to change an> ol vour business prac- 
tices and will it provide the accounting and manage- 
ment information you need? 

How easy is it to use? 

How easy is it to change (headings, totals, etc.)? 

What control and security features does it incorporate? 

Who owns the software? 

Is it ea5y to increase the size oi files' 

How well is It documented? (You should he able to 
understand the general flow of inlornialiuii which pro- 
gram does what when.) 

If you find a package which fits vour ^>>htem neecLs and 
price range, take it. You may still have to do a lot of 
work, but generally you'll be better oil (Man if \ou 
design your own system. 

Preparing a Request for Troposal. II \ou can t find 
software packages that fit your needs. m>u should 



prepare a Request for Proposal (RFP) to send to selected 
vendors and turnkey houses. The RFP asks them to tell 
you how they can meet your needs and at what cost. 

The form of your RFP depends upon the kind of pro- 
posals you are soliciting: turnkey system with custom 
software, a turnkey system with modified packaged soft- 
ware, hardware only, or hardware and software in 
separate packages. 

Since most first-time users get turnkey systems with 
custom software, the following guidelines apply to 
RFP's for this methods: 

1. Give a brief description cf your company as a whole. 

2. Describe the business operation to be computerized. 

3. For each apphcations: 

a. Describe how the system is to function. 

b. Specifiy the minimum, average, and (he maximum 
number of transaction of each type which must be pro- 
cessed and any monthly, weekly, or daily peaking. Pro- 
vide a growth factor so you do not outgrow the svstem s 
capacity before it is installed. 

c. Specify relevant master file information, such as the 
number of products at each inventory location, the 
number of sales, the number of customers, or the 
number of suppliers, and number of employees on the 
payroll. 

d. Describe the input documents or. if input ib to !)e 
through a terminal, specify the screen format 

e Describe the layout of all hardcopy accountm.;. 
management u formation and control reports 

f. Describe the frequencv and number ot copies lor each 
report. 

g Describe required inquiry capabilitv 

h Include explanatOi> information rc^ai.iitm » < i.il 
processing requirements: tor example, it cu^t n-u^t be 
accounted for on both average cost and LIFO r).i^i^ 

4. Desribe the criteria which will be used lo f\.ili.iue 
proposals and request a re-^ponse for eaoh i nrt-rM j. 
maintenance, technical support, training I 

5 Specifv which ol vour requirement:* inu^i rntT »'\,i« :1\ 
ami *^ hich must be met only in >ubstance 
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Distinguishing between discretionary and nondiscre- 
tionary requirements is important when deahng with 
software packag^-s. 

6. Request a detailed price quotation that includes all 
charges to meet your needs, including one-time charges 
f'-r equipment, set up training, applications and systems 
software, and ongoing charges such as maintenance and 
technical support. Request financing alternatives such 
as purchase and direct or third party lease 



Evaluftting a Minicomputer System. The most impor- 
tant step in judging a minicomputer system is to visit a 
few companies using the minicomputer system you 
think you'll get. Visit these companies v*ithout the sales 
representative for the system, and try to find companies 
with configuations and applications as close to yours as 
possible. 

Use the follov^-ing criterial. listed in order of impor- 
tance, to evaluate a minicomputer system. 



1. Software Developer's 
Past Perforntance 
Record 



2. Commitment of Hard- 
ware Vendor 



3 Hardware Capacity 



4. Quality of Systems 
Software 



5. Systems 

Documentation 



Software developer should 
have prior experience with 
similar applications for the 
same equipment configua- 
tion. 

Where will your commis- 
sion sales rep be after the 
contract is signed^ How 
many systems engineers 
does the vendor have in 
your local area? 

Does the hardware have 
adequate processing 
capability to meet your re- 
quirements vk'ithin accep- 
table time frames? 

The quality of the system 
software (operating systems 
and utilities) dramaticalK 
affects how difficult the 
system is to program and 
use. 

What kind of systems 
documentation does the 
vendor provide and how is 
it updated? Can it be 
understood at some basic 
level by the user? Is it 
designed so other experts 



6. Service and 

Maintenance Support 



7. Expandability & 
Compatibilities 



8. Security 



can understand how things 
were done and change them 
when (hat becomes 
necessary? 

When your system breaks 
down, how long will it take 
to get It fixed? Who'll do it? 
Will It be subcontracted^ 
Are there any provisions for 
backup during down time? 

What are the technical 
limits of your system and 
how close to those limits is 
your current configuation? 
Is there software com- 
patibility among the 
vendor's product lines? 

What security features will 
your system have to prevent 
unautnorized use of the 
system or program 
modifications? 

Satisfy yourself aboi'» the 
financial stability ot \our 
vender. 

Minicomputers in general 
do not require special en- 
vironments such a5 raised 
floors, special wiring or 
special air conditioning. 
Some do. however, and it 
pays to be certain 

With minicomputers you 
generally "get what you pay 
for." Low price b\ itself 
should not be a prime 
evaluation criterion 



Contracting for Minicomputers 

The first rule when contracting for a minicomputer is to 
examine the standard contract supplied by the vendor. 
The standard contract may not protect your interests. 
Have your lawyers review the contract and suggest 
changes that will help you successfully im»/ement the 
system. 

Remember, in dealing wifh turnkey systems companies, 
that they have recieved a 10-30% discount on the hard- 



9. Financial Stability of 
Vendors 



10 Environmental 
Requirements 



11. Price 
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ware. You should know this number by securing a hard* 
ware quote from the vendor on your configuation. One 
of the more important points to cover is wheu yoa pay* 
\ju wilt have to pay for the installation periodically as 
it IS being done. However, the more money held back 
until the installation is complete, the more power you 
have to secure compromises in your favor during in* 
stallation. 

The contract should include detailed references to the 
following: 

Description of equipment and software; 
Installation responsibilies: 
Provisions for additional equipment; 
Performance guarantees; 
Responsibility for training: 
Software rights; 

Provisions tor default, bankruptcy of vendoi. or ter- 
mination of contract; 

Software documentation; 

Systems documentation; 

Responsibility for freight charges and sales taxes for 
hardware; 

Accepting testing; 

Conversion responsibilities (from manual system to com- 
puter); 

Upgrading privileges and trade-in rights; 

Restart (how much time to restart system from failure) 

In addition, the contract should include by reference 
your Request For Proposal and the Vendor's responding 
proposal. 
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With a good contract, installation will be easier, but be 
prepared for the worst. Recognize the importance of the 
contract and how it forces all parties to plan and agree 
on objectives. 

Implementation 

As was suggested before, a successful acquisition of a 
minicomputer depends quite heavily on the implementa* 
tion process. Problems are inevitable, but proper plan* 
ning can help avoid some and mitigate the effects of 
others. The following are suggested steps in a successful 
implementation plan. 

Set target dates for key phases of the implementation 
(especially the last date for format changes). 

Assign responsibilities and train personnel. 

Insist on progress reports. 

Monitor and test programs. 

Test all applications and the ability of the system to 
meet all software specifications (especially the ability to 
make changes in the future). 

Prepare the installation site. 

Develop new manual procedures which interface with 
the minicomputer systsm. 

Run parallel operations. 

Provide for data and hardware back up. 

Establish equipment failure maintanence and security 
procedures. 

Document the system. 

One vital point to keep in mind; successful implementa- 
tion of a minicomputer in a smaller business requires 
the intense involvement of top management from the in- 
itial decision to acquire one through system specifica- 
tion, selection and implementation. 




SUGGESTED EVALUAiTION TECHNIQUE 
ENt-049 



SMALL BUSINESS COMPUTER NEEDS ANALYSIS WORKSHEET 

The key to success 1n computerizing a small business Is to begin by 
Identifying and understanding the needs of the operation. 

Identify the needs of a small business by reading each of the computer 
features In the needs analysis. Check the features that would be useful 
for the effective and efficient operation of a small business. 



GENERAL LEDGER 

Invoice summary 
Vforking capital report 
Quarterly tax reports 
Financial statements 
Employee register 
Employee journal 
Profit and loss statements 
Profit and loss analysis 

ACCOUNTS RECEIVABLE 

Customer ledger 
Payments received summary 
Customer mailing labels 
Tax Information 

INVENTORY CONTROL 

Inventory journal 
Physical Inventory report 
Quantity change report 
Reorder report 
Item sales history 
Sales analysis 

POINT OF SALE 

Dally sales analysis 

Lost sales report 

Cash drawer reconcllatlon report 

Sales audit 

Sales summary 



ACCOUNTS PAYABLE 

Invoice summary 
Check register 
General ledger summary 
Supplier history 
Automatic Invoice summary 
Supplier checks and vouchers 

BILLING 

Order Invoices 
Billing summary 
Salesperson summary 
Shipper labels 
Shipping summary 

ORDER ENTRY 

Customer orders 
Backorder notices 
Production reports 
Outstanding order reports 

PURCHASE ORDERS 

Individual purchase orders 
Suppliers list 
Purchase order report 
Cash needs analysis 



OTHER FEATURES (List Special Needs) 



Adapted from Armour Systems, Inc., "System Needs Analysis Workbook." 
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Instructor's Final Checklist 



EVALUATING AND SELECTING COMPUTER SOFT/HARDWARE OPTIONS FOR SMALL BUSINESS 



Performance Level: All items must receive a rating of 
ACCOMPLISHED. If any items ore roted NOT 
ACCOMPLISHED, the student and the instructor 
will decide if <j\y learning activities must be 
repeated. 




Note to Instructor : For a one-semester course, use the 
checklist statenient(s) for Objective 1. For a one-year 
course, use the statenient(s) for both objectives. 



Objective 1 

The student completed a small business computer 

software needs analysis worksheet [j LJ LJ 



Objective 2 

The student identified appropriate software program 

and hardware based on a computer needs analysis [] [] LJ 
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Instructor's Guide Sheet 



ENT-050 



DEVELOPING EFFECTIVE COMMUNICATION IN SMALL BUSINESS 
OBJECTIVES 

(1) Without the use of resources, accurately 11st five elements of effective 
communication. 

(2) Without the use of resources, accurately describe three methods managers 
can use to promote effective communication. 

AHITUDE/VALUE TO DE DEVELOPED 

The student will appreciate the importance of effective communication In 
small business. 

TEACHING STRATEGIES RESOURCES 
Objective 1 

Have students read materials on Bittel, What Every Supervisor 

effective communication. Should Know , pp. 175-190. 



Provide scudents with the basic 
elements of effective communica- 
tion. Lead a discussion on the 
Importance of these elements to 
both written and oral communication. 
Have students complete an activity 
on effective communication and/or 
role play situations that Illustrate 
the basic elements of effective 
communication. 



Everard and Burrow, Business 
Principles and Management , 
pp. 349-363. 

Massle and Douglas, Managing; A 
Contemporary Introduction , 
pp. 345-366. 

Nelson, et al.. Owning and 
Operating a Small Business , 
pp. 101-110. 

Siropolls, Small Business 
Management , pp. 175-190. 

Information Sheet, "The 5 C's of 
Communication," p. 315. 

Activity Sheet, "A Thankless 
Situation," p. 316. 



Obiectlvfe 2 

Pmide students with ways in which Information Sheet, "Being an 
small business owners/operators Effective Manager," p. 317. 

can facilitate effective communica- 
tion. Lead a discussion on how 
effective communication can promote 
cooperative efforts between employer 
and employee. 

invite a panel of small business 
ownefs/op^rators to share the methods 
they use to enhance communication 
between themselves and their 
employees. 

SUGGESTED EVALUATION TECHNIQUES 

(1) Have students accurately list five elements of effective communication. 

(2) Have students accurately describe three methods managers can use to 
promote effective communication. 

SUGGESTION TO STUDENT ORGANIZATION FOR RELATED ACTIVITY 

Have chapter members submit suggestions of methods for improving chapter 
communication. Implement the most appropriate ones. 



300 



314- 



INFORMATION SHEET 
ENT-050 



THE FIVE C*S OF COMMUNICATION 



Whether written or spoken a message must have certain basic elements to be 
effective. These elements* often called the C's of communication * are as 
follows: 

1. Correctness. Check carefully all facts and figures before delivering a 
message. 

2. Completeness. Give the receiver all required Information to avoid delays 
or confusion. 

3. Conciseness. Keep each message as short as possible to avoid being 
misunderstood. 

4. Clearness. Word each method as clearly as possible to avoid being 
misunderstood. 

5. Courtesy. Build or retain goodwill by treating the receiver with 
courtesy and respect. 



Taken from Everard and Burrow, Business Principles and Management , p. 355. 



ACTIVITY SHEET 
EHt-050 



A THANKLESS SITUATION 

Don Lincoln Is a wholesaler of greeting cards, which he sells to small 
retailers. Many retailers write their orders on a special order form on 
Saturday morning so that Don will have them on Monday morning. The goods 
ordered are then delivered by Wednesday or Thursday that same week. 

On Monday morning Don received the following request from a retailer: 
"Dear Don: Rush thr^e do?en Danmark thank-you cards. I need them fast." 
There was np name, only initials that could not be read. In addition, the 
customer had used note paper and an envelope without a return address rather 
than the order form; thus the name of the rietail store could not be 
identified. Furthermore, Danmark does not make thank-you cards; the company 
specializes in birthday cards. 

On Thursday Don received a call from the retail customer. The customer 
was greatly upset that the three dozen cards had not yet arrived. 



Answer the following questions: 

1. Which of the C's of Communication did the retailer violate in the note 
to the wholesaler? 

2. If the customer hatf used the telephone rather than a letter to order the 
goods, would this situation have been avoided? 

3. If , on the phone, Don annoyingly tells the customer that he was not 
provided enough information, which one of the C's of Conmunication 
would Don be violating? 



Taken from Everard and Burrow, Business Principles and Management , p. 366. 

302 



INFORMATION SHEET 
ENT-050 



BEING AN EFFECTIVE MANAGER 

An effective manager: 

!• permits workers to operate In a democratic atmosphere and encourages 
efficiency. 

Z. reviews his/her duties to determine the leadership style needed to 
accomplish them successfully. 

3. maintains the proper balance between too mnch and too little supervision 
for the type of work being performed* 

4* determines whether the business Is task-oriented or people-oriented and 
supervises accordingly. 

5. develops a sound and sincere human relations approach that Inspires 
cooperation. 




Adapted from Tucker, et al., "So You're Going to be a Vocational 
Administrator?" Administration and Supervision of Vocational Education Class 
project, Morehead State University, p. 71. 
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Instructor's final Checklist 



DEVELOPING EFFECTIVE COMMUNICATION IN SMALL BUSINESS 



Performance Level: All items most receive o rating of 
ACCOMPLiSHED. If cny items <re rated NOT 
ACCOMPLISHED, the student and the instructor 
will decide if any teorning activities must be 
repeated. 
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Note to Instructor : For a one-semester course, use the 
checklist statement(s) for Objective 1. For one-year 
course, use the statement(s) for both objectives. 



Objective 1 

The student accurately listed five elements of 
effective communication 



[ ] [ 



[ ] 



Objective 2 

The student accurately described three methods managers 
can use to promote effective communication 



[ ] [ ] [ 3 
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Resource Materials 



Access: A Life Skills Curriculum 

West Virginia Department of Education 
Charleston, WV 25305 

Bassett, Glenn A. Practical Interviewing: A Handbook for Managers , New 
York: American Management Association, 1965. 

Binkley, Harold R., and Byers, Charles W. Handbook on Student Organi- 
zations In Vocational Education . Danville, Illinois: The Interstate 
Printers and Publishers, Inc., 1982. 

Bittel, Lester R. What Every Supervisor Should Know . New York: Gregg 
Division, McGra'>H111 Book Company, 1980. 

Brown, Betty J., and Clow, John E. General Business; Our Business and 
Economic World . Boston : Houghton Mifflin Company, 1982. 

Brown. Kenneth W., and Warner, Allen R. (Consulting Editors). Economics 
of Our Free Enterprise System , New York: Gregg Division, McGraw-Hill 
Book Company, 1982. 

"Business Information Clearinghouse." 

Kentucky Department of Economic Development 
22nd Floor 
Capital P^aza Tower 
Frankfort, KY 40601 

Business Periodicals 
Business 
Business Week 
Consumer Trends 
Direct Marketing 
Entrepreneur, Bi -Monthly 
Entrepreneur, Monthly 
Entrepreneur Magazine 
Entrepreneurial Managers Newsletter 
Forbes 
In Business 
Inc 

Journal of Small Business Management 
Money 

Small Business Report 

Venture: A Magazine for Entrepreneurs 

Cooper, Arnold C. "Entrepreneurship: Starting a New Business," 1980. 
National Federation of Independent Business 
150 West 20th Avenue 
San Mateo, CA 94403 
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Dfucker, Peter F. Innovation and Entrepreneurshlp . New York: Harper 
and Row, 1985. 



Everard, Kenneth E., and Burrow, Jim. Business Principles and 

Management . Cincinnati: South-Western Publishing Company, 1984. 

Galther, Richard. Teaching People to Find Their Own Jobs . Indianapolis: 
J 1ST Works, Inc., 1981. 

Hallerman, David. "Buyer's Guide to Computers." Family Computing , June 
1987. 

Hanson, Garth A. Entrepreneurshlp: A Career Alternative , 1984. 
The National Center for Research In Vocational Education 
The Ohio State University 
Columbus, OH 43210 

Heller, Robert. The Super Managers . New York: McGraw-Hill Book Company, 
1984. 

Hiatt* Randy E. Introduction to Entrepreneurshlp , 1986. (ED 274 840) 
Occupational Curriculum Laboratory 
Center for Vocational Education 
Department of Secondary and Higher Education 
East Texas State University 
Commerce, TX 75428 

Hutt, Roger W. Creating a New Enterprise . Cincinnati: South-Westem 
Publishing Company, 1982. 

Hutt, Roger W. Discovering Enterpreneurshi p . (A series of four 

fllmstrlps.) Cincinnati: South-Western Publishing Company, 1982. 

Internal Revenue Service Center 
Cincinnati. OH 45999-0039 

"Employment Taxes," Bulletin Number 539 

"Information for Business Tax Payers," Bulletin Number 583 

"Small Business Tax Workshop Workbook" 

Kentucky Competency Based Vocational Education Modules. 
Department of Education 
Division of Vocational Education 
Frankfort, KY 40601 

BK-47A, "Securing and Completing Forms Necessary for Starting a 
Bus''ness" 

BK-47B, "Keeping Financial Records for a Business" 

ES-26, "The Function of Our Economic System" 

ES-27, "How Our Economy Works" 

ES-30, "Types of Business Organization" 

ES-31, "Going Into Business for Yourself" 



306 

320 



Kentucky Competency Based Vocational Education Task Assignment Sheets. 
Department of Education 
Division of Vocational Education 
Frankfort, KY 40601 

PA-MD-1, "Making a Market Research Questionnaire" 
PA-MD-2, "Conducting a Market Survey" 
PA-MD-3, "Making Decisions Based on Marketing Research" 
PA-PO-15, "Writing a Plan for Starting a Small Business" 

Klevier, Edwin D., and Luter, Robert R. Career Planning In the Private 
Enterprise System , 1983. 
Center for Occupational Curriculum Development 
The University of Texas at Austin 
Austin, TX 73712 

Lakein, Alan. H ow to Get Control of Your Time and Your Life . New York. 
David McKay Conipany, Inc., 1973. 

Lasselle, Richard C. Recordkeeping; The Total Concept . Boston: 
Houghton Mifflin Company, 1987. 

"Legal Forms of Business Enterprise." (See Hutt, Discovering Entrepre- 
n eurshlp .) 

Mendel, Colleen. Guidelines for Developing Head Start Personnel Policies 
and Procedures , 1982. 
Western Kentucky University 
Bowling Green, KY 42101 

Massia, Joseph L. and Douglas, John. Managing; A Contemporary 
Introduction . Englewood Cliffs, NJ; Prent1ce-Hall , Inc., 1981. 

McFarlane, Carolyn. Getting Down to Business; What's It All About? 
Washington, D.C.; U.S. Education Department, 1980. 

Mietus, Norbert J.; Adamson, John E.; and Conry, Edward J. Applied 
Business Law . Cincinnati; South-Western Publishing Company, 1988. 

"Needs Analysis Workbook." 
Armor Systems, Inc. 
324 N. Orlando Avenue 
Mam and, FL 32751 

Nelson, Robert E.; Leach, James A.; and Scanlan, Thomas J. Owning and 
Operating a Small Business , 1976. 
Illinois Office of Education 
Springfield, IL 62706 

Osgood, William R. Business Planning Guide . East Kingston, NH; Intercon 
Publishing Company, 1984. 
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Petersen, H. Craig. Econoinlcs of Wo rk. Cincinnati: South-Western 
Publishing Company, 1983. 

Petersen, H. Craig, and Lewis, W. Oris. Free Enterprise Today . 
Cincinnati: ' South-Western Puollshlng Company, J 585. 

"Procedures for Planning a New Enterprise, " (See Kutt, Discovering 
Entrepreneurshlp .) 

Relfsnyder, Abigail. "Shopping for Software." Family Computing , June 
1987. 

"Roads to Entrepreneurshlp." (See Hutt, Discovering Entrepreneurshlp .) 

Samson, Harland E.; Little, Wayne G.; and Wingale, John W. Retail 

Me rchandising . Cincinnati: South-Western Publishing Company, 1982. 

Siropolls, Nicholas C. Small Business Management . Boston: Houghton 
MlffHn Company, 1986. 

Small Business Administration 
P.O. Box 30 

Denver, CO 80201-0030 

"The ABC's of Borrowing" 

"Advertising Guidelines for Small Retail Firms" 
"Business Plan for Retailers" 
"Business Plan for Small Construction Firms" 
"Business Plan for Small Manufacturers" 
"Business Plan for Small Service Firms" 
"Checklist for Going Into Business" 
"Checklist for Developing a Training Program" 
"Creative Selling: The Competitive Edge" 
"Evaluating Franchise Opportunities" 

"Feasibility Checklist for Starting a Small Business of Your Owr. 

"How to Get Started with a Small Business Computer" 

"Keeping Records In Small Business" 

"Learning About Your Market" 

"Locating or Relocating Your Business" 

"Market Overseas with U.S. Government Help" 

"Marketing Checklist for Small Retailers" 

"Plan Your Advertising Budget" 

"Simple Breakeven Analysis for Small Stores" 

"Sound Cash Management and Borrowing" 

"Stock Control for Small Business" 

"Thinking About Going Into Business" 

"A Venture Capital Primer for Small Business" 

Spears, Marian C, and Vaden, Allene G. Foodservice Organizations: 
A Managerial and Systems Approach . New York: Macmiilan Publishing 
Company, 1986. 

Stefanein, John M. Purchasing: Selection and Procurem ent for the 
Hospitality Industry . New York; John Wiley and sons, l985. 
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Topolnicki, D. M. "Home Grown Americans Go Global." Honev Magazine , May 
1987. 

Tucker, Ronald F., et al. "So You're Going to ba a Vocational 

Administrator," Unpublished paper, Morehead S-^ate University, 1981. 

Warmke, Roman F., and Wyllie, Eugene, D. Consumer Economics . Cincinnati 
South-Mestern Publishing Company, 1983. 

"The World of the Entrepreneur." (See Hutt, Discovering Entrepreneur- 
ship .) 
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SUPPLEMENTAL MATERIALS 



Ashmore, M. Catherine, and Pr1tz, Sandy. PACE (Program for Acquiring 

Competency In Entrepreneurship Education ). 1983. 

The National Center for Research In Vocational Education 
The Ohio State University 
Columbus, OH 43210 

Davis, Edward L., and Zellnko, Margaret. Entrepreneurship In Vo cational 

Education; A Guide for Program Planning . " 

The National Center for Research in Vocational Education 
The Ohio State University 
Columbus, OH 43210 

Distributive Education Clubs of America. Distributive Education Clubs of 

America Competitive Guidelines HandbooTT ^" 

f/lstrlbutlve Education Clubs of America 
1908 Association Drive 
Reston, VA 22091 

Fischer, Lisa Mazzei; Ashmore, M. Catherine; Southwick, Terry; and 
Zlotnick, Laurel A. Risks and Rewards of Entrepreneurship . 1986. 
The National Center for Research ln Vocational Education 
The Ohio State University 
Columbus, OH 43210 

Kentucky Distributive Education Clubs of America. Compet itive Event 

Guidelines Handbook . — 

Office of Vocational Education 
20th and 21st Floors 
Capital Plaza Tower 
Frankfort, Kentucky 40601 

Kentucky Future Business Leaders of America. Handbook for Future 
Business Leaders of America Advisers . ~ 
Office of Vocational Education 
20th and 21st Floors 
Capital Plaza Tower 
Frankfort, KY 40601 

Projects an d Activities Relating to Free Enterprise Handbo ok. 

Office of Vocational Education 

20th and 21st Floors 
Capital Plaza Tower 
Frankfort, KY 40601 

State and Regional Awards Program Handbook. 



Office Of Vocational Education 
20th and 21st Floors 
Capital Plaza Tower 
Frankfort, KY 40601 
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Ly-in, Barbara Jean. Bus n ess Management and Ownership , 1982. 

(ED 229 542) , 

State Department of Vocational and Technical Education 

Stillwater, OK 74074 

Rowe, Kenneth L., and Hutt, Roger, W. Preparing for Entrepreneurship, 
1979. (ED 201 751) 
College of Business Administration 
Arizona State University 
Tempe, AZ 85281 

Shuchat, Jo; Holt, Nancy; and Regal, Mary Lewis. Something Ventured, 
Something Gained; An Advanced Curriculum for Small Business 
Management , Volume 2, 1979. (ED 173 624) 
CRC Education and Human Development, Inc. 
26 Brighton Street 
Belmont, MA 02178 
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ADDRESSING STUDENTS WITH SPECIAL NEEDS 



Soine students may need special help in achieving ipecency. Ideas are 
presented herp to help ifi identifying those stude' and in modifying 
materials and techniques to help them succeed. 

Identifying Students with Special Needs 

Generally speaking, those students who cannot succeed in the regular 
vocational education programs without special help are termec: "students 
with special needs" (Vocational Education Act of 1963 and Amendments)^ 
Persons most likely to be Identified as students with special needs are 
the academically and economically disadvantaged and the handicapped— the 
mentally retarded, deaf and hard if hearing, speech impaii'ed, emotionally 
disturbed, orthopedically (physically) impaired, health impaired, and 
learning disabled. 

The handicapped are further identified as thoso (1) with a ' hysical or 
mental disability that substantUlly impairs one, or more, major life 
activity— walking, seeing, hearing, speaking, working, or learning; (2) 
who have a record or history of such impairment or condition; and (3) who 
are regarded as having an impairment (Rehabilitation Act of 1973). 
Women, minorities, the limited English speakinc, and others likely to be 
underemployed or striving for equal opportunity in employment, when 
meeting the criteria for academic or economic de':rivat1on, are 
specifically identified in the disadvantaged group to be given special 
help. 

Formulating a Basic Approach to Teaching 

Society recognizes the rig t of every individual to an appropriate 
education, and the law manJates giving persons with special needs an 
equal chance. In brief: 

1. The Vocational Education Amendments of 1976 give ecial emphasis to 
developing and providing programs of vocational edur jn for "those with 
special educational handicaps" and reserves money to Jo so. 

2. The Education for All Handicapped Children Act of 1975 assures that 
all handicapped children between the ages of three to twenty-one have 
available to them a free, appropriate public education which relates to 
their- unique needs and is provided in the least restrictive environment. 

3. The Rehabilitation Act of 1973 prohibits discrimination on the basis 
of handicap in any program or activity receiving federal financial 
assistance and directs employers to take affirmative action in hiring 
handicapped people. 

4. The Education Amendments of 1972 prohibit discrimination on the 
basis of sex in educational programs receiving or benefiting from federal 
financial assistance. 



312 

326 



Rgdlrectlwq Teaching Strategies Usually Used 

Many of the strategies usually used with regular students may be 
redirected or modified and also provide effective learning activities for 
students withispecial needs. An explanation of how this may be done 
follows. 

AUDIO-VISUALS (films, filmstrips, slide/tapes, videotapes, and ETV and 
conwercial television programs). The combination of sight and sound 
provides more effective communication than either sight or sound alone. 
Audio-visuals may be used to supplement or replace other methods of 
presenting information. The hearing impaired will require captioning, 
signing, or a printed script written at the appropriate reading level or 
presenting only essential details. The visually impaired may glean 
Information from the sound source, but additional explanation will need 
to be provided for any visual display of information which is not 
explained adequately by the narration. Some audio-visual presentations, 
particularly 8mm and 16mm films, may move too fast for the information to 
be grasped and need to be evaluated with this in mind. 

CONTACT WITH WORK ENVIRONMENT. Handicapping conditions, limited 
finances, geographic isolation, cultural difference, limited 
communication skills, and social isolation have caused disadvantaged and 
handicapped persons to have little contact with the world of work. 
Familiarity with the work setting in which a particular job takes place 
and relationships with other jobs in the same business are just two 
examples of areas where special students may require special exposure by 
means of field trips, spending a day on the job, viewing films, or having 
additional training sessions. 

NOTE: For those with physical impairments, field trips, on-site job 
observations, and work experience opportunities will be limited to 
"accessible" businesses in the community. Before deciding where to go, 
determine whether the facilities are accessible. 

DE.MONSTRATION AND TRYOUT. Demonstration by teacher, experienced workers, 
and previously trained students provide reliable role models for 
learners. Steps, procedures, precautions, physical manipulation, and 
techniques are imprinted visually in the order and at the time they . 
should occur in task performance. Immediate tryout of the task following 
the demonstration or an immediate a**tempt of each step, technique, or 
procedure as it is demonstrated provides students direct involvement, 
permits correction and clarification, and promotes retention. Tryout 
also identifies areas in performance steps, techniques, tools, and work 
environment where handicapped students need to have modification in order 
to perform tasks and meet industry standards. 

ELIMINATION OF STEREOTYPING. Disadvantaged and handicapped people face 
more than the sex role stereotyping myths in their quest for employment. 
The following are just a few examples: "Deaf people, are dumb." "The 
best job for blind people is tuning pianos." "He'll never be able to do 

that; he's a cripple." "Mr. was no good; so will be his son." 

"She can never do that; her parents didn't go to college." In addition 
to overcoming the unfounded assumptions of others, disadvantaged and 
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that's »Ait I'll do. too."!' 11 never be anybody.* 
Overcoming stereotyping may begin with using sex-fa|r instructional 
SMJ^nd^diS: eJploHng interests and ^Jii^J^J* Jg^^^J Va^ 
three nbntraditional jobs, or complimenting accomplishments. I J "lay 
iSclude punning how to reach an educational goal, providing role models 
(persdh with like handicap or socioeconomic background who has 
succeeded), as well as observing persons in nontraditional work roles. 
!t SShidJirtg whatever raises aspirations and increases self-worth. It 
meahs attempting to eliminate underemployment* 

EHPLOYEft INVOLVEMENT. Programs with emplpyer input are more practical 
and in line with the current needs of the job market. Emp oyer s who 
provide ittput feel a special kinship to the program and get a change to 
see the Students before meeting them in the job market. 

For disadvantaged and handicapped students, employer involvement offers a 
very special opportunity to remove common misconceptions about their 
capabilities. It enables employers to helP-Hh any modif cat on needed, 
see students performing tasks, and observe how Ji"**!"^^;*!;!^^;. 
others. It gives students a chance to prove that they can Jj the work, 
that they will not endanger themselves or others, and that they will not 
increase expenses. These are major employer concerns. Both students and 
tZhTs shbSld prepared to provide reassuring answers and evidence to 
show there is no more risk than with the nonhandicapped. 

Employers may be involved by giving class presentations; giving 
suggestions for program improvement and modifications; conducting mock 
iStlrviews; and JroJiding work experience, observations and worker 
interviews, job analysis, etc. 

HANDS-ON EXPERIENCES: PROBLEM SOLVING: PER:>ONAL JNVaVEMENT (work 
samples, tryout exercises, gaaes, role playing). Be ng ^"volved in a 
sample of wJrk through completing a product. Pf^o""^;9/elated paper 
work or role playing interpferional relationships on the job keeps 
nSdents iSterestfed. holds attention to the learning tasks, and injects 
the realities of working and job performance in the teaching/learning 
Uua?? t Urthe s^.udiht feel that the instruction is prac ica 
and valuable. Accompli shirant means -qualified for work-'-a great boost 
to self-esteem for those who doubt self-worth. 

The instructor and other students should avoid taking over when 
handicapped students are awkward or '.low in completing a task, ine 
student cannot master the skill if someone else does it. 

ILLUSTRATIONS (pictures, graphs, bulletin boards, transparencies, and 
other visuals). The disadvantaged, the mentally retarded, jn^ the 
hearihg impairfed, particularly, are especially oriented to visual methoas 

of lea?ning. Other sturfents. with the ept^°\°t,tj^5^ *"lJ;n%o 
visuallv impaired wil- appreciate visual presentation of information to 
be learner St5denrhand?Ct1. with the stSps to a task illustrated and 
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briefly and simply explained, are especially helpful. Captioning and 

brief explanations are important supplements. Many illustrations may be 

adapted for the visually impaired by making them tactile (so that they 
can be felt). Sometimes enlarged print and bold outlines help. 

INTERACTION: ^INDEPENDENCE* Economic deprivation, geographic isolation, 
cultural isolation, and restrictions on mobility and social relationships 
inposed by physical impairments have limited the experiences of the 
disadvantaged and the handicapped in the community at large. Many have 
no previous work experience, little observation of the worker's daily 
routine, and limited social experiences. They have been sheltered at 
home; absent from the scene; at best, onlookers. 

So that they will not continue in this role after vocational training, 
experiences in the comrninity and involvement with nonhandicapped people 
and other students are of utmost importance. These students, as well as 
their families and the working community, need proof that they can 
function Independently and completely. They need to establish contacts 
who can serve as references to recommend them as competent workers who 
can relate to others. 

Field trips, worker interviews, cooperative work experience, spending a 
day on the job, and giving talks before civic groups are, ti.arefore, 
important to the acclimation of disadvantaged and handicapped students to 
the world of work. Participating on team-work projects with other 
students; pairing with a slower or faster learning peer; pairing with a 
nonhandicapped, a nondisadvantaged, or person from another race or 
culture will help foster understanding and promote learning communication 
skills. Teaching special units dealing with related communication and 
social skills will also be necessary; for example: office etiquette, 
relationships with employer and other employees, daily work expectations 
which are not direct task performance, telephone skills, appropriate 
dress and grooming habits, to name a few. 

LISTENING (explaining, discussing, reacting orally). Learning by 
listening is an important tool to the disadvantaged, the visually 
impaired, speech impaired, learning disabled, and others who "prefer to 
be told" or "have to be told" rather than read about it. 

The visually impaired require identification of familiar sound in the 
work place to determine location of different work areas, equipment 
functions, and hazards. The hearing impaired require sight 
substitutions, such as indicator lights, for critical sounds they cannot 
hear. They may use lip reading, interpreting, and sound conduction or 
amplification devices. The retarded need to become accustomed to the 
sound of the work place so that they can work without being distracted. 
The speech impaired need to be accorded the right to listen although they 
may have trouble participating, or not be able to participate orally. 

When information is presented for listening, instruction in how to listen 
(what to listen for) is important. An outline of the information 
presented, supplemented by visuals, tryout exercises, demonstrations, 
completion of questions to be answered, analysis of cases or problem 
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situations, or other application activities will enhance use and 
retention of information heard. Of questions to be answered, analysis of 
cases or problem situations, or other application activities will enhance 
use and retention of information heard. 

Listening is a vocational skill as well as a learning skill. Workers 
must be able to receive information by listening as well as to provide 
information for listening. Most on-the-job instruction is given orally. 
Explanation must be given to and received from customers, co-workers, and 
supervi sors. 

READING HELPS. Being fluent in the technical vocabulary or language of 
the job and being able to read at the level required by the job is a part 
of occupational competency. On-the-job reading requirements may vary 
from the reading of signs to following instructions given in technical 
manuals. The instruction given in reading, then, for vocational 
purposes, will depend on the reading skills possessed by the student and 
the reading requirements on the job. Whether or not a supplemental class 
in remedial reading is offered, the vocational instructor will find 
providing reading helps also helps provide job skill. 

Braille materials, large print textbooks, magnifying devices, and 
recordings may be provided for the visually impaired. Materials may be 
simplified or outlined for the hearing impaired and others with limited 
language skills. The native language may be supplied above the English 
for critical information in textbooks used by the limited English- 
speaking. Familiarity with the setting in which the printed information 
is applied may be given via field trips, demonstrations, or films to make 
reading easier and more meaningful. 

Students with exceptional reading problems may rsquire the help of a 
special rp-ding teacher or be enrolled in a remedial reading program. 
Some schools employ vocational reading teachers to assist vocational 
students with developing vocational reading skills and doing the reading 
required in their programs. 

RECORDING AND RECORDINGS (tapes, recotds. radio programs). Information 
may be presented and gained by listening to recorded information rather 
than be reacing. This strategy will aid the nonreader, the poor reader, 
the visually impaired, the learning disabled, and others through use as a 
variation of teaching technique. Recording is also a useful tool for the 
deaf in notetaking; the recording script may be transcribed into print 
later by a hearing individual. It will also provide instruction for 
those who have missed initial classroom presentation of information or 
who need review. Recordings may be supplemented by slides and pictures. 

RELATED MATH. Competency in math, like competency in reading, is more 
critical to some jobs than to others. Math is best taught in relation to 
the task of which it is a part. This instsruction should incorporate 
basic math and remedial math instruction as needed. A cooperative or 
team-teaching effort with the math teachers or related math instructors 
in the school will relieve the burden on the vocational instructor. 
Enough practice and application exercises should be provided to insure 
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retention of the math operations involved. It Is helpful to compile a 
list of the math competencies needed to complete the training program; 
prepare an assessment test to determine student skills; and plan, in the 
beginning^ a program which the student can follow to attain the basic 
math competencies prerequisite to the course. If the skills cannot be 
acquired simultaneously to the job<*sk111 training program, the. student 
should postpone entry into the course until the prerequisite skills are 
attained. It may be necessary to prepare a special manual and exercises 
to provide the related math Instruction. 

REMEDIAL AND RETENTION EXERCISES. Ooinq learning activities does not 
necessarily make a student occupational Ty competent. Performance must be 
observed^ misunderstandings clarified, procedures and techniques 
corrected, and repetition called for at a future time. Lesson planning 
should anticipate theory and tasks with which students are likely to have 
difficulty. Include additional practice exercises, and provide alternate 
approaches to teaching. Repetition for retention should be provided, 
such as repetition of Information In different media presentations or use 
of different types of application exercise. Review sessions, keeping 
notebooks, completing work samples, doing live work, and solving cases 
will also help. 

SAFETY. The Occupational Safety and Health Act has Increased employer 
concern for safety and underscored the importance of providing safety 
instruction along with task performance. It Is especially Important for 
the handlcapepd in two ways: (1) to overcome employer concern about the 
handicapped person's ability to take care of hijnself/herself and not 
endanger the lives of others; (2) to identify and deal with situations 
which are hazardous for persons because of particular handicaps. 

To meet these needs for safety instruction, the handicapped student not 
only needs the basic or general safety instruction related to the 
occupation but safety instruction or special safety provisions needed for 
a person with his/her particular handicap. An example Is the 
installation of a blinking light to tell a person who is deaf that 
equipment is running. 

NOTE: The Kentucky D'eparatment of Labor, Occupational Safety and Health 
Program, Division of Education and Training, Frankfort, Kentucky 40601, 
Phone: (502) 564-6895, offers training programs to help vocational 
instructors teach safety. 

SUPPORT SERVICES. Some students will require emotional, social and 
financial support in order to succeed in the instructional programs. 
Others will need career counseling and special assistance in becoming 
employed. Government agencies, special schools, special personnel, and 
organizations for disadvantaged and handicapped persons can provide this 
help. The following are examples and should not be considered an 
all-inclusive list: resource room teachers, rehabilitation counselors, 
guidance counselors, tutors, remedial teachers, instructors in special 
schools, occupational therapists, diagnostic specialists, media 
personnel, handicapped workers, workers who are members of a minority 
group, social workers, and others who can serve as role models. Surrey 
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the community to identify who serves the needs of disadvantaged and 
handicapped persons in your area and incorporate their assistance in 
related learning activities. 

UNIQUE MODIFICATION (modified equipfwnt, tools, learning aids, .changes in 
work fnviromnent, adaptitions in course or training program content). 
Some students require special help in meeting physical job requirements. 
When considering modification, it is important to concentrate on what the 
student can do. If at all possible, enable the student to function in 
the work environment as it is usually found. Employers look favorably on 
handicapped persons with this kind of preparation. 

Rehabilitation centers; organizations and schools for the blind, deaf, 
dyslexic, disabled, and mentally handicapped; and publishers and 
manufacturers of special instructional materials, aids, and equipment can 
offer aid in meeting unique needs. Consultation with special education 
personnel and rehabilitation counselors is a good starting point. The 
student should also be asked to make suggestions. 

Care should be taken to insure occupational competency. Prospective 
employers should be shown how the modification operates in the work 
setting and how it increases efficiency. 

The previously described list of strategies is not exhaustive. Others 
may be added. All will need to be directed toward the occupation for 
which training is being given, the students enrolled, the availability of 
instructional materials, and the community. It is also important to 
retnember that what works well for one group of students or a particular 
student will not necessarily work well for another. 
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